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AMERICA AND THE 
INTERNATIONAL PROBLEM 


VERY day it is becoming clearer that neither the 

European nor the world problem can be solved without 
some form of American co-operation. The reparations 
question, which lies at the heart of the European complex, 
is inseparably bound up with the question of inter-Allied 
indebtedness, in which the United States is vitally con- 
cerned, like the rest of us. The United States is also equally 
interested in the solution of the Russian question, whatever 
it may be. And in the growing scandal of the Near East 
the United States is the one great Power left with a suffi- 
ciently disinterested position to call effectively upon the 
nations concerned to make a fresh start. 

Yet, so far as surface indications go, the United States 
to-day is more set upon its policy of isolation than ever 
before. President Harding, during the 1920 Election 
campaign, declared himself vaguely as being in favour of 
an Association of Nations in place of the League of Nations. 
But the Washington Conference, which successfully dealt 
with certain aspects of the problems of naval disarmament 
and the Pacific, seems to have exhausted the zeal of the 
present Republican Administration for association with 
other Powers. There has been no discussion of the basis 
of an Association of Nations, and to every request of the 
European Powers that the United States should take part 
in joint deliberations about Russia, reparations, inter-Allied 
debts, or economic reconstruction, the Washington Adminis- 
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tration has returned a courteous but firmly negative reply. 
It was only on second thoughts and with evident reluctance 
that it agreed to share in the very limited inquiry into the 
Kemalist atrocities in Asia Minor. 

None the less, though surface signs are unpropitious, 
there are strong indications of an impending change. 
Wilsonism and the League of Nations are undoubtedly 
growing again in popular favour. There is a strong body 
of opinion, especially among the churches, which feels 
deeply about the continued refusal of the United States 
to take any part in trying to clean up the aftermath of the 
war. There is also a growing sense among the larger 
business men that the future prosperity of the country is 
bound up with the prosperity of the outside world to a far 
greater extent than before the war, and that the present 
depression will not fully disappear until international trade 
becomes normal again all over the earth. Finally, there is 
always the swing of the political pendulum. The Demo- 
crats are strengthening their position, and they still stand 
steadfastly by the League. 

‘But, if the undercurrent is setting once more in the 
direction of international co-operation, it is not likely to 
carry the United States back to the programme of 1919. 

America has reacted from the war, has rejected the League 
of Nations, is disillusioned about the possibilities of 
regenerating Europe in a hurry, and is determined not to 
become mixed up in what she regards as properly Europe’s 
own internal concerns. If she is to embark upon a delibe- 
rate policy of international co-operation it will probably be 
because the problem has been thought out de novo, and 
because she has become convinced that there is a method 
of co-operation which is both consistent with her own 
political faith and ideals, and has a better chance of achiev- 
ing practical results, than the abortive idealism of the period 
of the Paris Conference. 

It is the purpose of this article to attempt to estimate 
what America’s fundamental ideas about international 
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co-operation are likely to be, and consider how far they are 
likely to be compatible with the views and necessities of 
Europe. 


I. Toe American STANDPOINT 


N estimating the probable attitude of any country to 

external problems it is seldom a good thing to take too 
much account of the ephemeral currents of opinion at the 
moment. It is the duty of the diplomat and practical 
politician to do this; the philosophic writer is entitled to 
take a longer view. It is his business to estimate the 
fundamental ideas upon which the political life of a country 
is based, and the traditions and geographical and other 
conditions which have shaped the national policy over a 
long period of time. It is these, in America as elsewhere, 
which determine action in the long run, and which it is 
most important to appraise rightly. 

There is one great difference between the outlodk ‘of 
Europe and America which should be noted from the out- 
set, for it colours nearly everything else. Every European 
tends to look backwards. He is born into a nationality, 
which has a strongly marked racial individuality, which has 
a long history, usually of conquest or repression, and which 
seems destined to an apparently eternal struggle for exis- 
tence or for supremacy with hostile neighbours. He has 
no sense of being a European except in a purely geographical 
way, until he goes abroad. He is a Frenchman, a German, 
a Russian, etc., and his outlook on international affairs is 
primarily concerned with the future freedom and success 
of the national entity to which he belongs in the eternal 
struggle of the European States for place and power. 

The American is entirely different. He will recognise, 
some Americans with pride, some Americans with indiffer- 
ence, or even dislike, that his ancestors came from England, 
or Ireland, or Scandinavia, or Germany, or Russia, or Italy. 
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But that makes little practical difference. To-day he is an 
American, and to be an American is not something racial 
or national as it is understood in Europe, but is to live in 
a new and better world than Europe and to have a certain 
kind of forward-looking outlook on life. Somebody has 
described the people of the United States as a nation of 
international orphans. By this he meant that America, as 
an entity, has no historical past, reaching back into the 
mists of antiquity, as have most European peoples. America 
came into being in 1776. She is, as a nation, utterly uncon- 
cerned with anything that happened before that date. She 
was born to repudiate certain political dogmas and all 
organic connection with the old world, and to demonstrate 
and maintain the ideas of freedom and government em- 
bodied in the Declaration of Independence and the Con- 
stitution of the United States, and she has been almost 
wholly concerned ever since with the application of these 
ideas to the needs of the rapidly expanding area of the 
United States, and its rapidly growing population. 

Further, throughout its history the United States has 
had no foreign problems to embarrass it. Its only neigh- 
bour was the British Empire, which, after 1783, entirely 
accepted American independence and, after 1823, was an 
active supporter of the Monroe doctrine that there should 
be no more European intervention on the two American 
continents. America, therefore, has never had to consider her 
own future in terms of rivalry with, or fear of, other nations. 
Having made a fresh start in a new world, she has been able 
to pursue her way according to her own ideas regardless of 
what the rest of the peoples of the globe were doing. 

This orphanhood of America may have had certain 
cultural disadvantages, in so far as it tended to cut her off 
mentally from the great literary and artistic heritages of 
Greece and Rome and Europe. But it had three supreme 
advantages. It freed America from the ancient and deep- 
rooted hates and grudges which estrange and embitter and 
paralyse the peoples of Europe. It started America with- 
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out the class and social distinctions which have been so 
long a hindrance to England, and without the military and 
diplomatic traditions which are the bane of the Continent. 
And it left Christianity without a rival as the dominant 
moral and spiritual appeal in her life. Modern Europe is 
the child of the Renaissance, modern America of the 
Reformation. 

The spirit of America, in consequence, is different from 
that of any European people. It can best be judged, per- 
haps, by considering what thinking Americans mean when 
they talk of Americanism as the gospel which has somehow 
to be instilled into the immigrant if he is to be worthy of 
his citizenship. Americanism means that you accept 
absolutely the view that all men are by nature equal; that 
everybody should have free opportunity and should be 
judged by the use he makes of that opportunity, and not 
by any social, economic, racial, official or hereditary privi- 
lege ; that it is the American people and not the abstract 
entity called “ America ” that matters; that government 
should be democratic in the sense that it must be conducted 
with the consent of all the governed ; and that the future 
depends upon the vigour and initiative and ability with 
which the individual citizens “‘ make good ” in their chosen 
sphere of life, and are “ good citizens ” in their social and 
political activities. ‘To the European America often seems 
to permit outrages on personal liberty which would not be 
tolerated in other lands. This is true, but on examination 
it will be found that it is the defect of a quality. Europeans 
resent State interference largely because the State, for 
historical or class reasons, seems something apart from 
themselves. In America the prevailing sentiment is that 
the will of the people must govern, even where it is intole- 
rant and unreasonable, and that no claims of individual 
liberty can be allowed to stand in its way. 

This spirit, born in the fresh air of the new world, 
strengthened in the struggle for independence from British 
control, and developed by the civil war, has been intensified 
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by the fact that during the past fifty years America has 
again become a nation of pioneers, pioneers from the 
Eastern States, starting off to colonise and build up the 
vast undeveloped West, pioneers from Europe who left all 
to make a fresh start in a new land. This spirit is to-day 
the gréat energising, creative and assimilating force in 
America. It has made America what she is. And when 
it really begins to turn outwards, it will be, perhaps, 
America’s greatest contribution to the solution of the world 
problem. Its buoyancy, its energy, its self-reliance, its 
absolute faith in the possibility of the progressive improve- 
ment and upbuilding of mankind, its rejection of authority 
and privilege and the enervating and cloying traditions of 
the past, and its profound belief in the gradual healing 
efficacy of equality and education and democracy, and its 
confidence that no problem, national or international, 
however difficult, is insoluble to reason and energy and 
common sense, are just what the tired and disheartened 
old world needs to-day. 

It is easy, of course, to point to countless lapses in 
modern America from these ideals. The cynic would find 
it easy to tear these statements to shreds and tatters. 
Nobody can fail to be impressed with the violence and 
intolerance of public opinion, and the way in which it is 
swept by waves of mass feeling unchecked by serious indi- 
vidual thinking. But when all is said and done about the 
degeneracy of much in the United States to-day, it is none 
the less true that in America has been brought into being 
a spirit which previously had existed nowhere else, and 
which, if it can be translated into international terms, is 
the principal hope of the future. Without America the 
probability of Europe pulling itself straight, or of Asia or 
Africa lifting themselves on to a law-abiding, self-governing 
and “peace-loving basis would be small indeed. The fact 
that she has been able to absorb tens of millions of Euro- 
peans, free them from race hatred, from subservience, from 
social limitation, and turn them into good American 
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citizens, devoted to American ideas, hard-working, pros- 
perous, self-respecting, is some indication of what this same 
spirit will be able to do when it gets abroad in the world. . 


II. Tue Basis ror American Co-oPERATION 


F American co-operation in international affairs is to be 

secured it will only be because the ideal set up is such 
as will commend itself to this fundamental American point 
of view. Most nations are involved in international pro- 
blems whether they want it or not. They are surrounded 
by contiguous neighbours, more or less like themselves, 
and their vital interests are inseparably bound up with the 
policy and actions of those neighbours. America is not so 
placed. ‘To all intents and purposes she has no neighbours. 
Whatever may be the position in the future, she is to-day 
nearly self-supporting. ‘The only reasons which will drive 
her to take part in international affairs will be that she 
thinks that it will be to her own advantage, or that she 
ought to do so. 

Up to the present America has had no world policy. The 
nearest thing to such a policy was formulated by ex- 
President Wilson in his addresses between the date when 
the United States entered the war, April 2, 1917, and the 
signing of the Covenant of the League of Nations on 
June 30, 1919. But these, while containing general ideas 
to which American public opinion gave hearty assent at 
the time, were too closely associated with the European 
issues at stake in the world war, and early became too 
intertwined with the internal party politics which led to 
the rejection of the League of Nations, to serve as the text 
for American policy. Washington’s warning against entan- 
gling alliances and the Monroe doctrine—the broad idea 
that it is America’s business to build up a better civilisation 
than Europe’s, as a model to mankind, rather than to 
exhaust herself in trying to put the old world straight— 
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these still hold the field as the primary elements in America’s 
external outlook. 

Judging, however, from the fundamental American point 
of view, it is not difficult to see the kind of ideal for which 
America would stand. To the American spirit the future 
of the world can only lie in the progressive realisation of 
equality, higher civilisation and democracy among all 
peoples. ‘The idea of the government of one people by 
another is deeply repugnant to the American mind. Patent 
necessity alone can justify it, and even so it is viewed with 
suspicion and dislike as being contrary to the instinct that 
every man ought to be master of his own fate, and that it 
_ is usually better for him to get into and out of trouble for 
himself than to be guided and kept out of it by another. 
If America is ever to throw herself into the task of inter- 
national co-operation, it will be because she sees that there 
is a practicable way of equalising nations, pacifying their 
quarrels, ending imperialism, uplifting backward races to 
the level of independent civilised self-government, and so 
of producing a peaceful, prosperous, progressive world of 
peoples united in friendly relations, in which law reigns 
and war has no longer a place. America had some such 
vision when she entered the war. But the spectacle of the 
apparently ineradicable hatreds and intrigues of Europe, 
coupled with a largely partisan political appeal to narrow 
self-interest, especially directed to her less enlightened 
citizens, has clouded that vision, so that to-day idealism is 
blindfold and selfishness is in the saddle. But the idealism 
is latent. It has only to be focussed in a practical direction 
to begin to operate once more. 

But America will always dislike active intervention in 
other nations’ affairs as a means of bringing into being a 
new and better world. Her whole tradition of indepen- 
dence is against allowing any outside authority to interfere 
with her own complete freedom of choice. She is invete- 
rately anti-militarist. She will recoil vehemently from any 
proposal that looks like the creation of a super-State. She 
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will rely primarily on influence, argument and example to 
bring wisdom and order into international affairs. ‘There 
is already a school of opinion that thinks that the United 
States is too unwieldy, that despite modern means of 
communication, it is almost impossible for public opinion 
to be effectively reached or to make itself felt, except on a 
very few of the most obvious issues of the time. More- 
over, it is clear that the present machinery of democracy 
has been stretched to the limit in the greater States. A 
parliament of man on present parliamentary lines is a 
manifest impossibility. The population of the globe is 
about 2,000,000,000, and a world assembly would consist 
of some 20,000 delegates if there was only one member for 
every 100,000 voters. Whatever the far future may bring 
forth, progress for the moment, at any rate so far as America 
is concerned, must be by way of the increasing association 
of the leading Powers in maintaining conditions under 
which it is possible for every nation and people to work out 
their own salvation in their own way, subject to their 
respecting the right of all their neighbours to do the same. 

But if the United States has within itself a spirit and 
many of the ideas which are vital to international recon- 
struction and peace, it has one supreme defect. It is 
extraordinarily self-centred, as a nation. America has very 
little sense of the brotherhood of nations. Her people 
have a strong humanitarian sense, which finds expression 
in the constant and generous works of relief and missionary 
enterprise, which they finance. She has a strong instinct 
for social reform, which is not only manifest within her 
own borders, but which extends to many subjects such as 
the opium traffic in the international field. But she does 
not understand that in a world of nations it is her action, 
as a nation, which matters, and is vital to the promotion 
of that world progréss and world peace which she really 
has at heart. America does not feel herself consciously a 
member of the great family. of nations Her instinct is to 
lay stress on the importance of independence and self- 
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government and to pay little attention to the necessary 
complement, the means of maintaining peace and co- 
operation between these separate entities. A perusal of 
the debates in the Senate on such matters as the tariff, the 
Panama Tolls Bill, the Shipping Subsidies Bill, or inter- 
Allied debts, all matters which affect other nations very 
closely, shows that the idea that the United States has to 
take into account the effect of its actions on other nations 
hardly ever emerges. America may decide on a generous 
or a selfish policy, but that is purely her own concern. She 
is clearly entitled to do exactly as she likes without consult- 
ing anybody else, or trying to meet their views. In the 
international sense she is not a good neighbour, or a good 
citizen. President Wilson’s action in starting to negotiate 
the terms of an armistice with the Germans without any 
consultation with the Allies who were principally concerned 
was doubtless typical of the ex-President himself, but 
it was also typical of the general attitude of America 
in her relation to the outside world. 

America, in fact, has got, in a much less malignant but 
still in a very definite form, the same disease of national 
selfishness which, as we shall see, is the principal cause of 
Europe’s troubles, the greatest breeder of wars, and the 
chief impediment along the road of world liberty and 
world peace. It is this concentration on itself which 
explains why it took the United States so long to realise 
that the great war was a world question, and not merely a 
European question. And it explains why, after the United 
States had reversed its traditions, and entered effectively 
into the war, it suddenly turned round, within a year, and 
blasted the best hopes of European reconstruction and 
world peace by deserting the councils of the Allies, where 
its moderating and inspiring presence was of priceless 
value, and retired once more within its own shell. It could 
not have done this if it had understood or thought at all 
about what its action was going to cost its neighbours. It 
must have been thinking about itself alone. 
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It is not difficult to see the causes of this attitude. 
There is first of all the great historical tradition in favour 
of isolation. It began with Washington, who warned his 
countrymen against the perils of entangling alliances. At 
the time Washington was perfectly right. The United 
States would never have become what it is if during the 
formative period it had exhausted itself and probably 
strained its constitution by becoming involved in foreign 
wars. But the doctrine is absurd now that the United 
States has become the richest and most powerful State in 
the world. The tendency to isolation, however, has an- 
other historical foundation. The whole early history of 
the United States stressed the ideas of independence and 
State rights as opposed to the ideas of unity and co-opera- 
tion. It was this feeling for separateness, originating in 
the Puritan settlements, and in itself common in new lands, 
which presented the greatest obstacle to the formation of 
the Union itself, and which, when combined with the 
slavery issue, cost the people a five years’ war and a million 
lives to preserve the Union. It is this same feeling to-day 
which blinds them to the fact that wars can be prevented 
and liberty assured only by the active co-operation of the 
United States with other progressive Powers. 

The second great bulwark of the isolation policy is the 
immense mass of only partially assimilated foreign-born 
immigrants. ‘These immigrants, for the most part enthu- 
siastic Americans, have absorbed far more of the letter than 
of the spirit of the founders of America and of its constitu- 
tion. They do not yet understand the underlying ideas 
which are commonplaces to the true American. Yet they 
have votes, and the politician knows how to appeal to get 
them. Their presence operates in two ways. It increases 
the hesitation of the better-class American to get mixed 
up with European questions lest divisions might be caused 
inside the United States if its Government began to take 
sides as between the various nationalities of Europe. And 
it adds enormously to the numbers of those who want 
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America to live unto herself alone. The immigrants feel 
that they have left the old bad Europe, and they can see no 
reason why their new free motherland should get mixed up 
with the evils they themselves have escaped. The greatest 
obstacle to the internal progress of America to-day is the 
power of the low-class politician to organise votes in racial 
blocs or by narrow and unworthy appeals. And the greatest 
obstacle to America’s taking an effective part in the world’s 
affairs is the power of that same politician to appeal to 
narrow and short-sighted American self-interest or anti- 
foreign prejudice. 

Two other influences must be mentioned. One is 
the gigantic size of America. It is 3,000 miles across, 
and the majority of the 110,000,000 people who dwell 
within it live between the Alleghanies and the Rocky 
Mountains, absorbed in the business of raising crops or 
manufacturing for their own needs and without any direct 
contact with the outside world. To these people the rest 
of the world is extraordinarily remote, and it is very difficult 
for them to realise that they belong to it or have any concern 
with its affairs. The other influence is the feeling, already 
noticed, that it is rather America’s business to show the rest 
of the world a progressively improving example of how a 
people can live happily and prosperously rather than to go 
crusading to help other nations in distress. And this 
feeling has been intensified by the spectacle of Europe since 
the war. If many Americans have felt acutely that the 
United States should take a hand in the work of reconstruc- - 
tion, they have also felt that the greatest necessity of all is 
that the nations of Europe should themselves begin to 
show some sense of European community, and not try to 
make America take sides in their own internal quarrels. 





The European Impasse 


III. Tue European Impasse 


UT if there are difficulties from the side of America in 

developing international co-operation for permanent 
peace, what are we to say when we turn to Europe ? Europe 
to-day, despite its preoccupation with international affairs, 
is a far more formidable obstacle to progress than the 
United States with its indifference to international affairs. 
The United States understands the ideas necessary to 
establish peace and order on earth, but is reluctant to do 
much to help to spread them. Europe hardly yet knows 
of them, and is indeed committed to a doctrine which is 
incompatible with their realisation. That doctrine, or 
rather religion, for it has all the sanctity of religion, is 
nationalism in its most virulent form. 

Europe to-day is mad with nationalism, a nationalism 
which largely takes the form of hatred and suspicion of 
other nations. The war freed her from the three great 
military despotisms of Russia, Austria-Hungary, and Ger- 
many, and extended democracy right up to the Russian 
frontier ; but in doing so it stirred to the very bottom the 
racial and national animosities which lie at the root of 
European history. Every nation on the Continent of 
Europe to-day, mesmerised by the traditions of the past, 
maddened by the propaganda of national hate and national 
ambition, is thinking of the future almost exclusively in 
terms of its own self and of jealous rivalry of its neighbours. 
Here and there a sane voice which tells of the need for 
European concord and a long view may be heard. But 
as Genoa showed, they receive little attention amidst the 
babel of nationalist cries. It is the freedom, the riches, 
the glory and power of France, or Germany, or Italy, or any 
of the new States of Eastern Europe that matter, and when 
one comes to analyse what these mean, somehow or other 
they involve the suppression or the weakening of their 
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neighbours. ‘The only obvious rival to nationalism to-day 
is, not the low quiet voice of reason and goodwill, but the 
blatant preaching of another hatred, the class hatred of 
Karl Marx. 

The results of these intense national fears, rivalries and 
jealousies have been shown forth in history, time and time 
again. Every nation, regarding itself as being surrounded 
by dangerous and designing foes, has to rely upon its own 
armaments or on military alliances with others for its own 
safety. Every change in relative armament is jealously 
watched, for it may alter the balance of power. Compe- 
tition in armaments inevitably sets in, the tension from 
suspicion rises, until finally an incident occurs, mobilisation 
is ordered, and before anybody can prevent it, the nations 
are at one another’s throats in an agony of hatred and fear, 
and killing and destruction continue until exhaustion or 
victory calls a halt, when the whole process of building up 
the conditions of a new war begins again. And every 
century or so some powerful State or despot tries to end 
the strain by establishing a military autocracy over all 
Europe, which produces a conflict for national freedom that 
embraces the world. 

There can never be any end to war, there can be no 
progress towards international liberty, law and peace in 
Europe, so long as nationalism in its extreme form holds 
the European field. Nationalism, in the sense of the desire 
of a community united by history, language, or race, for 
independence and freedom of individual expression, is a 
fine thing. France as a nation has made tremendous 
contributions to democracy, to thought, to the arts. 
Germany, Italy, Spain, Russia have all added to the sum 
of human achievement. Yet all the work they have accom- 
plished, all that together they might do for their common 
European motherland, is endangered, and millions of lives 
are sacrificed on the altar of a savage and egotistical worship 
of the national self, a worship which not only does not 
protect the object of its devotion, but ruins and enfeebles 
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it by continual wars. ‘There is only one way in which the 
European peoples can secure what they are really seeking, 
peace, freedom and opportunity for individuality, and 
that is not by aggressive self-assertion, but by being ready 
to concede to their neighbours what they claim for them- 
selves, and by establishing some common institution for 
the adjustment of European affairs, as England and Scotland 
did in 1707, and the thirteen American colonies did in 1789. 

How fundamentally shallow are the foundations of the 
national fears and suspicions which keep the European 
peoples apart can be seen by contemplating what happens 
to these same races when they go to America. The United 
States is built up of precisely the same racial ingredients as 
Europe, though in somewhat different proportions. It 
contains English, Scots, Irish, French, Germans, Italians, 
Jews, Magyars, Russians, Czecho-Slovaks, Yugo-Slavs, 
Greeks, etc. The only different stocks are the Red Indian 
and the negro. ‘These 100,000,000 people of European 
stock inhabit a country of about the same size as Europe. 
The natural resources of the two are not dissimilar. Each 
has coal, iron, agricultural products, forests, water-power, 
minerals in abundance. The climates are much the same. 
They profess the same Christian religion in varying forms, 
and draw their culture from common roots. Yet the very 
races which combine in America, losing all sense of fear and 
hatred and distrust of one another and co-operating 
perfectly well together, in Europe are divided into groups 
which hate and fear and distrust one another with terrible 
intensity, believing that no good can come out of the other 
and in consequence trusting to armaments and the diplo- 
macy of force with which to obtain what everybody within 
America or the British Commonwealth of Nations has 
under the protection of law. The only reason for the 
difference is that in Europe humanity is grouped by 
nationalities and is being continually soaked by tradition, 
by politicians, by propaganda and the Press in the wrongs 
of the past and in fears for the future, while in America or 
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the British Commonwealth they are intermingled under 
the influence of Anglo-Saxon ideas embodied in the common 
law and in membership of a single constitutional union. It 
would serve no purpose to underrate the strength and 
tenacity of racial feelings. They will not yield in a day or 
a month or in many years. But this contrast serves to 
show that the trouble lies, not in the nature of the humanity 
of Europe, but in the beliefs and ideals into which it has 
been born and educated. If the natural unity of Europe 
has been destroyed by education in an egotistical national- 
ism and mistrust, it can be restored by education of a wiser 
and better kind. 

But if the outlook at the moment seems black, the under- 
lying signs in Europe are not unpropitious. Nationalism 
as a disease is clearly coming to its crisis. All Europe 
must soon see what many Europeans already see, that 
Europe must master self-centred nationalism or nationalism 
will destroy European civilisation. The war has removed 
the despotism which throve on national jealousies and fears. 
It can only be a question of time for those issues to be 
solved which now exacerbate the relations of the European 
Powers and keep alive the passions of the war, and 
especially the reparations question, the insolvency of the 
national finances, and the Bolshevik propaganda of suspicion 
and unrest. If the British Commonwealth and the United 
States play their part there is good hope that the European 
peoples will then begin to come together and recognise that 
they must live harmoniously together if they are to live at all. 


IV. Tue Britiss ComMONWEALTH 


HAT of the British Commonwealth ? Where does 
it stand? It occupies a very peculiar position, for 
it is not possible to speak of it as a single entity. From the 
international point of view it has three aspects—Great 
Britain, the Dominions, and India and the peoples which 
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are not yet self-governing. Great Britain, owing to the 
existence of the Channel, stands midway between Europe 
and America. Great Britain is an old and experienced 
Power, and has been intimately associated with all the 
chief aspects of the world’s political history for centuries. 
Perhaps for that reason she has nothing like the same 
forward-looking outlook as the United States. Nor has 
she ever had the revolution of social equality, though the 
old class distinctions are rapidly passing away. In conse- 
quence the atmosphere of hereditary privilege and of 
imperialism, though greatly weakened since 1900, has clung 
about her council chambers, and has strengthened the idea 
that the British Government ought to make itself respon- 
sible for other and more backward peoples, rather than 
encourage them to work out their own salvation just as 
quickly as is practically possible, which has lain at the root 
of half the discontent in India and Egypt. Great Britain, 
too, despite the fact that she gave birth to Magna Charta, 
to the common law, and to the Mother of Parliaments, has 
nothing like the same abounding faith in democracy or in 
the infinite capacity of man for progress and regeneration 
under a self-governing system as is characteristic of the 
United States and which is necessary to move the moun- 
tains of doubt and scepticism and ignorance which stand 
in the way of world unity. 

On the other hand, she is not drugged by the ancient 
race hatreds and nationalist fears of Europe. She was the 
first of the great Powers to overcome the bane of national- 
ism in the union of England and Scotland and Wales, and 
these three strongly marked and previously hostile racial 
individualities now combine happily in one parliament. 
With Ireland alone has she failed. She has, too, overcome 
the evils of nationalism still more successfully by keeping 
voluntarily together in one Commonwealth the great 
number of peoples and nations which go to make up the 
British Empire to-day. Moreover, if Great Britain is less 
idealist and less progressive as regards the future than 
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America, there is no nation in the world which is so tolerant 
and considerate in its handling of international problems 
or which recognises more fully that no nation can dictate 
to others the way they should go, and that international 
peace and progress can only be won by the slow and patient 
ptocess of inducing nations to come along of their own 
accord. Great Britain, perhaps because of her experience 
in handling the national problem of the British Empire, is 
essentially a good neighbour in the international sense. 
Though for centuries she has been mixed up with the pro- 
blems of the whole earth, there is no people which has so 
consistent a record for the sane and steadfast support of 
reason, fair-play and liberality in the conduct of international 
affairs. 

The second element in the British Commonwealth is the 
Dominions. In fundamental outlook they stand on much 
the same ground as America. They are new countries 
looking to the future rather than to the past. They are 
intense believers in democracy, social equality, in the 
doctrine that every man must have opportunity and be 
judged by the use he makes of it. Their influence in the 
counsels of the Commonwealth will be steadily cast for the 
progressive view, but it will be tempered by a much more 
tolerant and responsible view of international affairs than 
in the case of the United States by reason of their member- 
ship of the Imperial Conference and their consequent 
understanding of the realities of world politics. The 
contrast between their attitude and performance in the 
world war and that of the United States is an instance of 
their broader international outlook. 

The third element in the British Commonwealth is 
symbolised by India. In the relations between the white 
nations and the peoples who are still not able to take full 
charge of their own affairs, the British Commonwealth has 
to deal with what in the long run is going to be a greater 
problem even than the relations between the great 
civilised Powers. For the relations between the backward 
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and the advanced peoples are necessarily complicated by 
differences of colour, religion and civilisation. The attempt 
which is already being made, not merely to introduce 
democracy among the 325,000,000 people of India, but to 
bridge the gulf between East and West by making India a 
member of the Imperial Conference, is an example of 
exactly that process of direct and personal consultation 
which must be followed in all international problems, if 
misunderstandings, prejudice and suspicion are to be dis- 
pelled and international questions are to be adjusted in 
friendliness, justice and peace. 

The British Commonwealth, therefore, may be less 
idealistic, less democratic, less confident of the future than 
the United States, when taken as a whole. But it is less 
tainted by nationalism, the great international evil of the 
day, than either Europe or America, for it is itself an 
association of nations. It is also a standing attempt to 
disprove the doctrine that East and West cannot under- 
stand one another and co-operate together, though the 
issue of this experiment is still in doubt. It has, too, of all 
States the widest range of international experience. It is 
clear, therefore, that it has a great contribution to bring to 
the solution of the international problem. Moreover, it 
is daily becoming clearer that the British Commonwealth 
can only solve its own problems in proportion as it helps 
to solve the world’s problems. For the British Common- 
wealth is a microcosm of the world, and it is manifest that 
peoples divided by race and language and colour, to say 
nothing of civilisation, religion and the seven seas, will 
never integrate into a single organic whole separate from, 
and perhaps in opposition to, their fellow men. Its own 
internal questions are inseparably bound up at every point 
with those of the rest of the world. ‘The problems of the 
future relations of the various self-governing members to 
one another, and of the Asiatic and African peoples to the 
British and to the Dominions, will only be solved as they 
are seen to be part of the larger question of the mutual 
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relations between all the civilised Powers, and between 
civilisation as a whole and the backward peoples. 


V. ConcLusion 


NE conclusion seems to stand out from the considera- 
tions advanced in the foregoing pages with transparent 
clearness. Whatever the other difficulties in the world 
may be, difficulties from colour, from varying degrees of 
civilisation in Europe, and from the peace settlement, the 
paramount evil from which the world is suffering to-day is 
the worship of the false god of selfish nationalism. So long 
as that religion is in the ascendant every other problem is 
insoluble. It makes every people look at the problems of 
the world from their own narrow point of view. It makes 
for suspicion and fear and blind folly where trust and long 
views are essential. It leads inevitably to reliance on 
armaments and diplomacy instead of on fair play, open 
deliberation and the growth of law. And every few years 
it drives nations to try to settle their disputes and rivalries 
with the sword, with results which not only exhaust the 
combatants themselves, but damage the prosperity of the 
whole earth and leave behind fresh fountains of enmity and 
hate. The biggest single reason for the failure to deal with 
the post-war problem has been the inability of the nations, 
especially since the withdrawal of the United States from 
the deliberations of the world, to rise in the consideration 
of the reparations issue, the debts problem, the Near 
Eastern problem, above their own national standpoints. 
How comparatively easy of solution these questions are 
when they are really looked at from the standpoint of what 
will most promote the general good can be seen by any- 
body who will begin to consider how they should be dealt 
with from that point of view. 
There is no people that is free from belief in this false 
religion. With some it takes the form of fear and jealousy 
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of their neighbours. With others it takes the form of 
indifference to others and of thinking only of themselves. 
Even in the case of the British Commonwealth, which, by 
reason of its composition, has the disease less intensely than 
most, the sense of loyalty and brotherhood is more or less 
confined to those who dwell beneath the Union Jack. 

The religion of national selfishness has at regular 
intervals produced wars in the past. Unless it is overcome 
it will infallibly produce them in the future. One has only 
to look at the attitude of the United States—certainly one 
of the most advanced and progressive communities in the 
world—towards Japan, to see what is bound to happen 
again unless this evil is grappled with. The attitude of 
American public opinion before the Washington Con- 
ference, in its suspicion and intolerance and reckless asser- 
tion of its own point of view, was exactly like the attitude 
of the European States towards one another before the war. 
People continually spoke evil of Japan and openly spoke of 
impending war. Fortunately the Washington Conference 
was summoned. It dealt with the issues of the moment in 
a fair and friendly spirit, and the war cloud which a few 
weeks before had threatened to break vanished into thin 
air. The Pacific problem is not permanently solved. It 
will reappear. But the Washington Conference showed the 
way in which all international questions can be dealt with 
when something larger than a purely national standpoint is 
kept in view. It is only necessary that the spirit of the 
Washington Conference should become universal, should 
be embodied in some permanent machinery embracing all 
nations, which will enable all international problems to be 
handled in the same way, for the danger of another world 
war to disappear from the earth. 

What is needed above all else now is the growth of the 
world standpoint. Nothing less wide will meet the case. 
It will be extraordinarily difficult to get America to feel 
that she ought to take a very active part in helping to set 
Europe alone straight. But present the problem to her as 
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one of making the whole world a place of liberty and peace 
and she will respond. It is the same with Europe itself. 
The purely European divisions are so old and so deep- 
rooted that they are difficult to forget. It would be easier 
in many ways to lift Europe out of nationalism and arma- 
ments as part of a world movement than to make it forget 
its animosities by itself. And obviously the problem of 
dealing properly with such questions as the Turks, or the 
colour problem, or the treatment of backward peoples, can 
only in the long run be handled uniformly and well from a 
world standpoint. 

Further, is not the recognition of the Golden Rule as 
the standard in international affairs the only real road to 
lasting prosperity as well as lasting peace ? It isa common- 
place that civilisation and enterprise grow in every country 
in proportion as law and order take the place of anarchy 
and the rule of the strongest, It will be exactly the same 
in the international sphere. Can anyone doubt, if to- 
morrow every nation were to abandon its aggressive 
armaments and to abolish that other great example of 
international fear and suspicion, its high exclusive tariffs, 
that a wave of prosperity and enterprise would go round 
the world, which is absolutely impossible so long as every 
people tries to make itself a watertight compartment, 
bristling with armaments and impediments to trade. For 
the moment such an idea seems to be preposterous and 
absurd. Yet, on a dispassionate consideration, is there any 
other way in the long run in which mankind can gain the 
peace, the prosperity and the mutual understanding which 
are necessary to its future ? 

One other conclusion also seems to stand out. The 
road of progress lies in unity gradually increasing through 
education, example, and free conference of free peoples. It 
will never come through control imposed from above, The 
creation of a world State has been attempted several times 
from without. Napoleon, who saw clearly the evils of 
competitive nationalism in Europe, tried it and failed against 
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the stronger instinct for self-government. Some of the 
more far-sighted Germans thought it was the mission of 
Germany to do for Europe by force what Bismarck had 
done for Germany by force fifty years before. The Roman 
Empire actually succeeded in giving law, unity and peace 
to the whole known civilised world, but it decayed because 
the larger it grew the more centralised and autocratic it 
became, until all spontaneous and democratic life disap- 
peared. If the unity of the world is to come about under 
the reign of law it must be by voluntary growth from within 
and not by imposition from without. Christianity trans- 
formed Europe in its earlier days. By no political control, 
but by the spirit which it breathed, it abolished pagan 
idolatry, it humanised and made more merciful the law, it 
mitigated and finally abolished the rigours of slavery, it 
conquered the barbarian and gave once more unity to the 
civilised world. But in the process ecclesiasticism and 
organisation had overlaid the more creative and powerful 
working of its spirit. The attempts of the Holy Roman 
Emperors and of the Papacy under Hildebrand broke down 
because they sought to do by force from without what could 
only be done voluntarily from within. But in breaking 
down they gave place to the Renaissance, which restored 
something of the freedom of thought and spirit which had 
been lost, though it let loose again the racial and national 
passions which previously Christianity had stilled. It is 
the Christian method which is fundamentally needed again to- 
day, though it will find expression in external institutions. 

What the future organisation of the world will be, 
whether it will be a revived League of Nations or a new 
Association of Nations, none can say. But that it will be 
a gradual growth towards world peace, world law, world 
freedom, by a process of voluntary international conferences, 
at which the humanity point of view steadily defeats and 
destroys the selfishly nationalist point of view seems certain. 
There is no chance and there would be no permanence and 
no vitality or freedom in unity reached by any other road. 
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America, too, is right in one thing. She is convinced that 
it is of more value to the world that she herself and all 
other nations should show a progressively improving 
standard of democratic government than that they should 
imperil their own standards by unnecessary interference 
with others. Had the governing classes in England during 
the last fifty years spent more time in improving conditions 
at home, in dealing with slums and poverty and in perfect- 
ing democracy, and less in giving to eastern countries under 
a benevolent despotism an extraordinarily high standard of 
governmental integrity and efficiency, at the price of exclud- 
ing their peoples from real responsibility, it would probably 
have been better for both. On the other hand, Great Britain 
is right about another thing. No nation can live unto 
itself alone. If so, it will lose “that which it hath.” Peace 
and international liberty will not just “ grow.” They will 
grow if the nations mean them to grow, and if the peoples 
which have the highest standards set to work patiently and 
without discouragement to help others to see what can be 
done. Without their help in constant conference and 
patient deliberation about all the world’s affairs, and occa- 
sionally, where necessary by intervention, to maintain the 
conditions in which liberty and progress can develop, how 
can the ideals for which they stand get a chance? If the 
Washington Conference was an example of what can be 
done in propitious circumstances, the Genoa Conference 
was an example of what must be attempted again and again 
in unfavourable conditions, until fear and prejudice and 
selfishness yield to the larger view, national selfishness is 
swallowed up in the world-view, and armaments and wars 
disappear from the earth. It will not be easy to rebuild 
the broken temple of the world’s peace, shattered first by 
the war, and later by the break-up in the unity of the Allies. 
But if these failures mean that a new attempt is to be made, 
from the only standpoint which can ultimately succeed, a 
standpoint which embraces all mankind, the sufferings and 
failures of the last few years will not have been in vain. 
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AUSTRIA 


I. Tue Present Si1TuaTIOoNn 


T SHE old Austro-Hungarian monarchy was a well-con- 
structed fabric. Railways and rivers, banking and 
commerce, supported each other ; industry and agriculture 
developed in their natural habitats: and at the centre 
Vienna took toll of the prosperity of 60 million people, who 
on the whole lived easily and profitably in a self-supporting 
and protected area. The War destroyed this compact 
unity, and the Peace left the torn network of economic 
relations unrepaired. The seven German provinces with 
the Imperial capital became a federal Republic, a strange 
composite of peasants, bankers, merchants and officials, 
with no tradition or sense of national unity, and with an 
administrative equipment designed for the requirements of 
a great Empire. A Roman who had been born under 
Theodosius and died in the service of Julius Nepos at 
Salona had seventy years in which to adapt himself to the 
changes through which Austria has passed in three. 

Apart from language and the hostility of their neighbours 
there is little to hold these six million people together. 
There are cleavages, racial, religious, and social, between the 
divers elements of the'Austrian population. The animosity 
of Prague against Vienna is hardly more bitter than the 
feeling of the Catholic land-owning peasantry of Tyrol for 
the Jews and Socialists of the capital. The Federal con- 
stitution gives large scope to the separatist tendencies of 
the cantons, while it furnishes the central Government 
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with few means of control over their actions. Nor is the 
central Government itself strongly built. From the 
centralism of the Monarchy Austria passed at once to a 
phase of super-democracy. The President is without 
power or authority. He does not appoint Ministers, even 
nominally. He cannot dissolve Parliament. Nor can the 
Government : the Houses must vote their own dissolution. 
In Parliament itself parties are so adjusted that the balance 
is held by the small and unintelligent group known as the 
German Nationalists. The Christian Socialists are undis- 
ciplined, the Social Democrats are well organised and well 
led. But the Social Democrats are under the fear of their 
own left wing, and in the freedom of opposition indulge in 
projects which in secret they hope they will never be called 
upon to execute. In these circumstances, with no political 
public to control the politicians, the business of govern- 
ment is for the most part settled in interminable party con- 
ferences, Political chatter abounds and personal abuse is 
voluble. But public opinion hardly exists except in the 
shape of petulant or passive disgust for the whole profession 
of politics. 

A succession of weak Governments, without popular 
support, without force, without traditions, and limited even 
in their legal authority by an elaborate and defective con- 
stitution, could hardly conduct with success the affairs of a 
prosperous and united community. The most that could 
be hoped would be that they should not greatly impede its 
natural development. But the Austrian problem would 
have taxed the united capacity of Hastings and Pitt. The 
Austrian cantons, which for generations had lived comfort- 
ably on Hungarian and Croatian food supplies, on the profits 
of a small but fine industry, and on the income Vienna 
derived from managing the business of 60 million people, 
found themselves suddenly without food, coal or raw 
material, and surrounded by neighbours who were deter- 
mined not to do business with them, Railways had to be 
kept running though there was civil war in the Silesian 
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coalfield and the chief Austrian repair shops had been 
assigned by the Treaty to foreign States, A new customs 
tariff had to be framed, though the impoverishment of the 
country left no bargaining powers to the Government. A 
new system of taxation, based on a new distribution of 
wealth, had to be introduced. The army had to find civil 
employment. An administration appropriate to a great 
Empire had to be transformed into something simple, 
inexpensive, and adapted to the circumstances of a small 
mountain republic. 

The programme has not been realised. One solid achieve- 
ment stands to the credit of the Republic—the railways, on 
which the communications of Europe depend, have been 
kept running. And the railways in turn have enabled 
Vienna to turn her geographical situation to profit. 
Gradually the capital has re-established her financial 
ascendancy. Private interests have proved too strong for 
national animosities and trade has overridden frontiers. 
In one way her sphere of operations has been enlarged—old 
Austrian provinces have become parts of Rumania and 
Poland, and a connection renewed with Czernowitz or 
Cracow now carries the influence of Vienna to Bucharest and 
Warsaw. Traders from Bohemia and Serbia have resumed 
the habit of dealing with one another in and through 
Vienna. Custom and expertness have produced their natural 
results, and the goodwill of the capital as a financial centre, 
if not unimpaired, has retained or recovered a remarkably 
high proportion of its old value. 

But Vienna might flourish equally well as the Federal 
District of a Danubian Federation, or as a Free City, or as 
Germany’s outpost toward the Balkans. What is by no 
means so sure is that the Republic as a whole can survive 
at all. That it has existed for four years is in a large 
measure the result of conjunctures which will not return. 
Austria took the fancy of a world disposed to be generous. 
In four years some {30 million of Government credits 
and perhaps {10 million more of private charity were 
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administered to the Austrian population. The famine 
which seemed imminent was averted, and industry was 
given time and material for revival. The middle class was 
sustained through a period of real suffering ; the inroads of 
tuberculosis and rachitis were checked, and the Austrian 
workman was diverted from thoughts of revolution. Indeed, 
with rent restricted, food subsidised, cigars below cost price, 
an increase of wages whenever he asked for it, regular em- 
ployment, and a kindly foreigner to feed his children, he 
has had less to complain of than many inhabitants of less 
advertised lands. But his prosperity, like the brilliant and 
animated life of Vienna, rested on the unsure basis of a 
prodigious and unexampled inflation of currency. 


II. INFLATION AND 1Ts CONSEQUENCES 


USTRIA has become the world’s object lesson in 
inflation. Every traveller returning from Austria has 
brought back stories of a strange country where he paid 


£250 for his lunch and found that it cost him eightpence, 
and where accounts were made up to one-eighty-thou- 
sandth of a penny.* Beginning at 7,000,000,000 kronen in 
1919, when the stamping of old Austro-Hungarian notes by 
the Succession States took place, the currency has now 
reached nearly 700,000,000,000. In two years the £ ster- 
ling has risen in value from 500 to 250,000 kronen, and it 
is impossible to feel any confidence that it may not be at 
350,000 or 450,000 in a few weeks. Of the 700,000,000,000 
kronen in circulation about 100,000,000,000 have been 
issued against commercial bills; the rest are unsecured. 
Like the rouble, the krone has shown a vitality beyond all 
expectation. Observers who two years ago pronounced that 
things could not go on much longer are now inclined to say 
that as they have gone on so long there is no reason why 
* Before the war the exchange stood at 24°22 kronen (crowns) to the 

£ sterling. 
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they should not go on indefinitely. At what point, and in 
what shape, catastrophe follows on inflation is a matter of 
speculation where the history of the assignats and of the 
rouble alone furnishes any, and that very inadequate, 
guidance. 

Unlike Russia and revolutionary France, Austria is 
dependent for half her food supplies and almost all her coal 
and raw materials on foreign countries. She requires, 
therefore, a large purchasing power abroad. ‘The returns 
by value of Austrian imports and exports for 1920 show an 
adverse balance of about £30 million. This deficit was 
covered in the following ways :—(a) Foreign credits and 
charity, already referred to and amounting to some {12 
million a year; (b) expenditure of foreigners. It is im- 
possible to assess the figure, but a million visitors spending 
£5 a head is not impossible. It must be remembered that 
Czechs and Hungarians are now foreigners, and business 
and family relations bring them to Vienna by thousands 
every week. On the other hand, this traffic was fostered 
by the exceptiona] cheapness of living in Austria, and as 
prices rise the influx of visitors falls off ; (c) the services of 
Vienna as a banking and transport centre ; (d) the income 
from foreign securities and property; (¢) the sale of 
kronen. Of these sources of income it is clear that the 
third and fourth are the most important. In fact, the 
survival of Austria as a State depends on them. 

Regarded from another point of view, Austria may be 
said to have existed so far on export, services, dividends and 
inflation. The impetus given to industry by a falling 
exchange is now a well understood phenomenon. Wages and 
retail prices lag behind the exchange, and therefore with 
the krone falling the cost of production is low. But it has 
been observed in Austria that the interval between the fall 
of the krone and the rise of prices tends to become less and 
less. In 1920 it took prices months to overtake the 
exchange; in 1921 weeks; in 1922 the reaction is very 
quick. But as it is the interval which gives the manu- 
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facturer his advantage the impetus gradually disappears. 
There are two stages in the process. In the first, relying 
on a continuance of low costs, he quotes fixed prices for his 
wares and undersells competitors. In the second, he is 
forced by constantly rising costs to quote prices on delivery. 
This deprives him of a large part of his competing power. 
If he quotes too high he loses his market ; if too low, he 
loses his money. The trade boom in the spring of 1921 was 
the result of a singular conjuncture—the mark was steady, 
the Czech krone was rising, and Austrian prices were still 
under the influence of the sudden fall of the krone from 500 
to 2,500 in the latter part of 1920. Just a year later the 
Vienna fair gave an opportunity of observing the effects of 
a falling mark. German manufacturers were in precisely the 
same position their Austrian competitors had reached a 
year before, while Austrian costs were moving rapidly 
upwards. The Germans were quoting fixed prices ; 
Austria had been forced into prices on delivery. Unem- 
ployment was on the increase. The fair showed that on 
the new basis Austria could not compete. The precipitate 
fall of the krone in May partially reversed the position, and 
for the moment Austrian industry recovered. But if the 
mark takes another plunge downwards it is difficult to 
see how Austria can stand against it. Prosperity based on 
inflation is at the mercy of any neighbour who inflates 
faster. 

On the other hand, while the beneficial effects on export 
wear out, the adverse effects on other income are accent- 
uated by time. Austria, or more strictly the upper and 
middle classes of Vienna, were and are great holders of 
investments abroad—1.¢., in Czecho-Slovakia, Hungary and 
Jugo-Slavia, as well as in the Altausland. At the Peace 
Conference the holdings in Czecho-Slovakia alone were 
estimated at {1,000 million, and though the figure is not 
to be trusted it was not challenged. But on the most 
cautious reckoning the value cannot be much less than 
£200 million, yielding an income of {10 million. But 
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this money is not returning to Austria. It is deposited 
or invested abroad, not to escape taxation, which is 
exceedingly light, but to avoid the total loss which 
seems inevitable if it is converted into kronen. This 
is one aspect of the much-cahvassed flight from the 
krone. Next, the proceeds of export, so far as they are 
not reqtiired to replace stock or plant, go the same 
way, and the manufacturer leaves his profits abroad 
and borrows kronen from his bank. Naturally he has to 
pay high interest, but the alternative is to sell his foreign 
currency and watch his kronen dwindling before his eyes. 
The alarm spreads. Classes who have no use for foreign 
currency buy it to secure their savings. A fit of depression 
of the kind to which the Austrian crowd is much subject 
creates an uncontrolled demand for foreign currency—or 
for goods and pleasures. Servant girls make haste to turn 
their wages into lire or Polish marks, or whatever the 
fashionable currency may be ; peasants flock to town to load 
themselves with articles necessary and unnecessary and to 
eat and drink what they cannot spend. It was noticed in 
the first three months of 1922 when the krone was ranging 
from 43,000 to 26,000 and desperate appeals were going up 
to the Entente, that the import of wine was three times 
greater than in the same months of the previous year. 
Hence comes the fable of the Industrious and the Idle Son. 
Each inherited 25,000 kronen. One put his {1,000* in the 
bank, where it is now worth two shillings. The other 
drank 25,000 bottles of wine, sold the empty bottles for 
100 kronen each, and became a millionaire. The frantic 
speculation in currency and securities is the most obvious 
symptom of the public malady. But the crowded shops 
and theatres are another, of which the passing traveller 
rarely sees the true significance. 

The national economy is in three respects unsound. 
Saving is impossible ; visible export is under an unnatural 
stimulus ; invisible export is under an unnatural restraint, 


* 25,000 kronen was worth about {£1,000 before the war. 
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and each symptom intensifies the other. And the healing 
process must be painful. Suppose that by some unforeseen 
combination the krone began to appreciate. Foreign 
money would at once return to the market, and to that 
extent the trade deficit would be relieved. But simul- 
taneously it would be aggravated by the cessation of export 
during the interval while wages were falling. Unemploy- 
ment would spread. And no one who has observed the 
performance of the Austrian Government during the past 
three years can have any confidence in their capacity to deal 
with a social crisis. 

From what has been said, it will be evident that the 
problem whether Austria is capable of independent exist- 
ence can only be solved by experience. What is the 
normal balance of visible exports and imports? In any 
case it must be adverse. But how far can it be reduced by 
the development of agriculture and of water power, which 
will relieve the demand for foreign food and coal? How 
far by the restriction of luxury imports, without provoking 
retaliation against Austrian manufactures ? How far can 
Vienna make good the ultimate deficit by services? To 
what extent will foreign earnings return into the Austrian 
national account ? It is impossible to give anything but a 
speculative answer to these queries. On the whole, the 
best opinion seems to be that, given normal conditions, 
Austria can support herself. But how and when will 
conditions become normal? And what will happen in the 
meantime ? 

Of these three questions only one can be decisively 
answered. Conditions are normal when the manufacturer 
can calculate his costs and prices on a firm basis and when 
foreign earnings return naturally to the country of owner- 
ship. This supposes that the krone is stabilised in the 
sense that its fluctuations are brought within the limits 
indicated by the ordinary movements of trade. The 
unnatural demand for foreign currency will then cease, 
credit will be easier, and if, after all, it proves that Austria 
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cannot exist alone, the indication will be a slow fall of the 
krone in place of the panic drops and hysterical recoveries 
of the last few months. The situation will, in fact, be a 
manageable one in which the symptoms can be observed 
and the future considered at leisure. But to stabilise the 
krone two things are necessary—confidence and deflation. 
The Austrian public must be made to believe that their 
money will be as good to-morrow as it is to-day. And the 
production of paper kronen must be put under restraint. 
This means nothing more than the balancing of the 
budget. Here, again, there is a speculative element in the 
problem. Is it certain that the necessary expenditure of 
the Federation and provinces, regarded as civilized States 
with a certain level of public order and welfare to maintain, 
is within the taxable capacity of the area? This question, 
too, can only be answered by experience. For the present 
the answer is that the old system of taxation has utterly 
broken down, while the expenditure is on a scale which the 
Austrian Government is equally unable to justify or 
restrain. Given a taxation based on the present distribu- 
tion of wealth and an administration based on the present 
requirements of the country, Austria could probably pay 
her way. She has no navy, no army worth speaking of, and 
her debt has been practically extinguished, along with her 
rentiers, by the depreciation of the krone. But whether 
the new taxation and the new administration could be 
achieved without the use of force is doubtful, and few 
Austrians believe that Austrian force would be sufficient. 
The essence of the budgetary situation is as follows: Food 
and coal had to be imported in quantities beyond what ex- 
ports and credits could purchase. The Government there- 
fore had to provide them out of its own resources, and its 
only resource was the printing press. In this way inflation 
began; it was inevitable. At the end of 1920 it was 
decided that the issue of cheap bread must cease. The 
decision has been generally praised. But it did not check 
inflation. It is true that the workman had to pay the market 
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price for his loaf. But he recovered the price in his wages, 
the employer drew on his bank, the bank drew on the 
State bank, the State bank on the printing press. As the 
Government is the chief employer of labour in the country 
its demands for cash are naturally enormous. In May the 
wages bill rose from 15 units to 24; a strike carried the 
figure to 27; July added a further 11. But all the while 
taxes are being collected, not at the momentary value of the 
krone but at its value some months or years before. The 
deficit on the budget increases week by week and day by 
day. The great capital levy of 1920 was estimated to 
yield {£25,000,000. With the krone at 150,000 it had 
practically disappeared. The same thing is true of railway 
rates, postal rates and customs, where the lag behind is of 
seyeral months. In the case of income tax it is now so 
great that some of the best authorities are in favour of 
dropping the tax altogether and saving the expense of 
collection. The history of the customs and postal rates is 
particularly instructive. Austria has hitherto retained the 
old tariff of the Empire with, incidentally, the strange 
result that customs introduced a generation ago to protect 
Bohemian industries are still being levied on Austrian 
imports, though Bohemia has become an active and hostile 
competitor. Since the Armistice the practice has been to 
convert the nominal gold rates into paper kronen by a 
coefficient fixed from time to time. The results were as 
follows: In May, 1919, the rates were at 60 per cent. of 
the true rate, in December 20 per cent., and in April, 1920, 
14 per cent. Then the coefficient was trebled, with bad 
effects on the receipts. In the second year, from 60 per 
cent. it fell by degrees to 33 per cent., and was gradually 
raised to go per cent. In the third year, beginning at 
go per cent., it fell steadily as low as 30 per cent., and was 
then gradually increased to 60 per cent. One result was 
that at one stage the duty on a bottle of French wine was 
about fourpence. The post office has a similar record. On 
the budget prepared in October, 1921, it showed a surplus. 
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By January it contemplated a deficit of 11,000,000,000 
kronen. Rates were then raised sufficiently to yield a 
surplus of 2,000,000,000 kronen. By May there was once 
more a deficit of 7,000,000,000 kronen. In 1921 the 
tobacco monopoly was run at a loss because prices were not 
raised as fast as the krone fell. A telegram to-day costs a 
halfpenny ; and railway fares are fantastically low. Need- 
less to say, both telegraphs and railways show a deficit. 
Indeed, the railway deficit is by far the most serious item 
in the whole budget. 

Of taxes, strictly so-called, some extraordinary figures 
have been published by the chief Government statistician, 
who shows that, expressed in gold, taxation has declined to 
about one-eighth of its pre-war yield, and that what were 
once the pillars of Austrian finance—the Land Tax and the 
Profit ‘Tax—have practically disappeared. They are col- 
lected, but in paper they no longer bear any relation to the 
wealth on which they are supposed to be levied. The 
Income Tax has become so complicated as to be a mystery 
to the officials themselves. At the other extreme the 
Increment Tax on the transfer of real estate is so oppressive 
that it is systematically evaded. It is difficult to make the 
ordinary citizen see that if he bought a house for £1,000 and 
has to sell it for £500 he ought to pay a tax of 30 per cent. 
on a supposed profit extracted from the formula 
500 X150,000—1,000 x24. He has, it is true, the consola- 
tion of knowing that if he kept it he would be limited by 
law to a rent of a few pence a week and supposed to keep it 
in repair. 

With receipts and expenditure in this state of constant 
fluctuation it is not easy to discover what the true Austrian 
budget is. Approximately it appears that at the middle 
of this year the receipts were at the rate of about 
£11 million a year and the expenditure {25 million, 
of which about half goes in salaries and wages. It is 
difficult to suppose that taxation of less than {2 a head is 
all that a country without a national debt can carry. The 
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truth is that since the war there has been a great redis- 
tribution of wealth in Austria and the old taxation is largely 
working in vacuo. At one end of the scale profits are 
habitually concealed. At the other the working classes, 
peasant owners as well as industrial employees, escape 
taxation almost altogether. No method has yet been 
devised for reaching the defaulters. But until it is devised 
and the whole Austrian population is equitably taxed it is 
useless to speak of balancing the budget, stabilising the 
krone, or achieving an equilibrium of trade. 

In newspaper offices it appears to be currently believed 
that at a pinch a State can always avoid bankruptcy by 
dismissing some civil servants. The doctrine is naturally 
agreeable to every one who finds the alternative of paying 
more taxes unpleasant. Austria, with 225,000 employees 
whose earnings consume practically the whole revenue of 
the State, would be a good field for the experiment. The 
extravagant staffing of Austrian administration strikes every 
visitor. In part it is a national habit which is as manifest 
in banks and shops as on the railways and in Government 
departments. But it has been aggravated since the war by 
various causes. Something had to be done with the 
officials expelled from the Succession States. Then came the 
eight-hour day, which added, for instance, about one-fifth 
to the personnel of the railways. Then the State undertook 
to pay half the expenditure of the provinces in personnel, 
but omitted to secure a corresponding control over their 
establishments. And at no point in this process was there 
any determined effort to simplify or co-ordinate the loose 
and luxurious methods of administration which the 
Republic took over from the Empire. It is only now, when 
the end of monetary inflation is in sight, that the signi- 
ficance of administrative inflation becomes apparent. When 
the tobacco monopoly has been made to yield a profit, when 
posts and telegraphs are self-supporting, there will remain 
two principal sources of loss—the railways and the 
general personnel. When railway rates have been raised 
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to the maximum there will still remain two—railway 
personnel and other personnel. Each category may perhaps 
include 20,000 or 30,000 surplus workpeople. Where are 
they to go? 


III. Conctusion 


HESE, then, are the elements of the Austrian problem. 
The nation is not paying its way because its citizens 
are removing their wealth to foreign countries. The State 
is not paying its way because it is spending too much and 
getting too little. The deficit in the State budget increases 
the apprehension of the citizen, and in turn his demand for 
foreign money increases the expenditure of the State. A 
malady of such long standing is not now to be cured in a 
day. A year ago, when the League of Nations descended 
on Austria, reform would have been comparatively easy. 
The krone was stable. Industry was flourishing, and surplus 
Government labour could have been absorbed into private 
employment. To-day it is exceedingly difficult. Somehow 
there must be created in Austria an authority which can tax 
the people and dismiss workmen. Four years’ experience 
shows that the country has not the moral resources for the 
task. ‘Therefore they must be supplied from without. 
What is the alternative ? The Austrian Government is 
making the last effort of which the country is capable. 
Under pressure, not to say threats, from the Socialists, the 
banks have agreed to find capital for a Bank of Issue, secured 
on the proceeds of the customs. On their side, the 
Government are raising railway and postal rates and 
tobacco prices, putting customs on a gold basis, introducing 
new taxation and economies, and floating an internal forced 
loan. These measures begin to take effect simultaneously 
about the middle of August. By that time the last vote of 
credit will be exhausted, and the Government has bound 
itself not to call on the new Bank for any issue of unsecured 
notes. Therefore it must either pay its way from day to 
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day out of the proceeds of taxes and the new loan or it 
must call on the banks to find fresh cover for a further issue 
of notes. This is the Socialist panacea, and it has at least 
the merit of uniting the masses against the most unpopular 
class in the community, the large holders of foreign valuta. 
It is confiscation undisguised. ‘There remains the desperate 
chance that the new revenue will come in fast enough to 
cover the new wages bill. But the Government have con- 
ceded the principle of automatic increases based on the 
index figure, and what the wages bill will be on August 15 
no one can foresee. In any case the budget cannot be 
balanced for more than two or three months. When the 
choice is between confiscation and default the breakdown is 
not far off. Meanwhile the krone, momentarily stabilised 
by artificial restrictions of the exchange, will have taken 
another plunge downwards. The demand for foreign money 
will grow more and more feverish. The moment may come 
when all the kronen in the world will not buy £100,000, and 
the railways will be unable to replenish their coal. Tenacious 
as the vitality of a currency has been shown to be, there 
must come a moment when the population will refuse to 
take it. Already the Czech labourers on the Marchfeld and 
the peasants in Burgenland insist on payment in Czech and 
Hungarian kronen. When the flight from the krone has 
begun to affect the mass of the population the end is 
imminent. ‘The blockade of Vienna by the provinces will 
begin again. When the collapse of last autumn set in, 
provincial and even parochial restrictions on the movement 
of foodstuffs sprang up at once. Already, if the indications 
are not wholly deceptive, the provinces are considering 
measures to meet the catastrophe. Styria is looking to 
Italy for food and protection. ‘Tyrol may turn to Bavaria. 
And who will maintain order in Vienna and keep the com- 
munications of the Continent open ? Will Hungary forgo 
the opportunity of recovering her lost Comitats? Will 
Jugo-Slavia acknowledge an Italian protectorate over 
Styria ? 
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If the Austrian situation is handled by the Powers before 
it has become not a possible but an actual menace to 
European peace, it need not be incapable of solution. But 
no solution is adequate which does not in effect suspend 
for a term of years the financial sovereignty of Austria. 
The Powers created this new State in their own interests 
and for their own purposes, and in so doing they made 
themselves responsible for its existence. Whether the 
mandatory is America or England, Italy or Czecho-Slovakia, 
the League of Nations or an International Commission, the 
task it will have to undertake is simple. In the first place, 
to give breathing space and to restore confidence, it must 
by means of a foreign credit stabilise the krone while the 
finances are being reorganised. It would take control of 
the Bank of Issue and of the printing press. In the second 
place, the Austrian Treasury must prepare a budget showing 
the necessary expenditure of the State in gold values. 
Against this should be set the yield of the customs and 
taxes, also in gold. Other expenditure should be scheduled 
as transitory. ‘The railways should have a separate budget. 
When the permanent budget had been approved by the 
mandatory the controlling authority would be installed 
with a credit of, say, £10,000,000. Its function would be 
to see that the expenditure was at least not exceeded and 
the revenue was at least reached. Any savings which were 
effected would go to reduce the deficit on the railways. 
The transitory expenditure should be dealt with as follows. 
Unlike permanent expenditure which could be fixed within 
not very wide limits for a period of years, measures for 
disposing of transitory expenditure would have to be varied 
and adapted to the circumstances of the passing moment. 
It is, for instance, impossible to raise railway rates or dismiss 
surplus employees in a period of depression so quickly as 
when trade is good. The Treasury should, therefore, be 
required to submit from time to time proposals for covering 
or reducing the transitory expenditure and the controlling 
authority should make issues from its credit accordingly, 
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on the principle of English grants-in-aid. Whenever it was 
not satisfied with the progress that was being made it would 
withold its grants. ‘The Government would then have the 
plain alternative of defaulting on its wages bill, raising fresh 
revenue, or reducing expenditure. As in the last resort 
reducing expenditure means reducing wages or dismissing 
workpeople, the temptation to throw the whole responsi- 
bility on to the control would be almost irresistible. And 
the mandatory must be prepared to accept it. There have 
been many plans for the salvation of Austria. They all 
include foreign credits and foreign control. It is a matter 
for grave consideration whether the successful plan will 
not have to provide for foreign occupation. 


NOTE. 


At the inter-Allied Conference in London, which has just broken 
up, a note was presented by the Austrian Government asking the 
Allies to guarantee a further loan to it of £15,000,000, and declaring 
that otherwise it would be unable to continue its task. It was, 
however, generally agreed by the assembled Prime Ministers that 
no Government was in a position to recommend its taxpayers to 
incur any fresh burdens for the benefit of Austria until the situation 
there had been more thoroughly examined. Great Britain has 
already advanced over {12,500,000 without producing any appre- 
ciable improvement. France originally, we understand, granted 
3% million sterling and a further million has been voted since. Italy 
has granted about 300 million lire, which at the present rate of 
exchange would be equivalent to £3,092,783. It was agreed to 
leave the investigation of Austrian conditions to the League of 
Nations. Mr. Lloyd George, however, warned the League that 
it was no good making schemes based on the credits of other Govern- 
ments when no such credits were obtainable. 

Epiror. 





v 


THE MALADY OF EUROPE 


HE plight of Austria, which is described elsewhere in 

this number, would be depressing enough could it be 
scrutinised without reference to the rest of Europe. 
Unfortunately it cannot be so scrutinised. The disease 
from which Austria is suffering is no local disease. ‘The 
whole of Europe is sickening with it ; and if Austria’s case 
is the most advanced, it is mainly because her powers of 
resistance are lower than those of other nations. 

It is not difficult to diagnose the disease, though its cure 
has so far baffled the doctors. Europe is suffering less 
from the direct effects of the war, cataclysmic though they 
have been, than from her failure to adjust herself to the 
changed conditions which have emerged from the war. 
Until the armistice, racial and national jealousies and 
ambitions were sunk in comradeship in the face of pressing 
dangers. There was an outrush of passionate belief that 
the ideals for which democracy was fighting would be 
fixed and inspired by victory into a force for the regeneration 
of the world. It was inevitable that reaction and dis- 
illusionment should have followed the signature of the 
Treaty of Versailles and its satellite agreements. The 
alliances of the war were bound to weaken; the play of 
national ambitions, apprehensions, prejudices and mis- 
understandings was bound to reappear, just as it had 
reappeared a century ago, after the storms and stresses of 
the Napoleonic period. Nothing could have prevented the 
continuance of French distrust for Germany or the per- 
petuation among the so-called Succession States of Central 
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Europe of the racial antipathies in which those States had 
been conceived. Nothing could repair overnight the 
appalling damage that four years of warfare had caused to 
the economic fabric of the Continent. 

The plight of Europe has, however, been aggravated by 
the disintegration of what was really the foundation of the 
peace settlement—namely, the co-operation of the United 
States in the affairs of the Old World. Things would have 
been different had the American Senate honoured Mr. 
Wilson’s promise to bring the United States into the League 
of Nations, to secure her active participation in the work of 
the Reparations Commission and to guarantee, in con- 
junction with the British Empire, the integrity of French 
frontiers against unprovoked attacks. Europe would have 
had continually in her midst the steadying influence of the 
strongest of post-war nations so situated as to be able to 
review her problems objectively and to bring to bear upon 
their solution the advice of a disinterested well-wisher. It 
is not, of course, to be pretended that it is only, or even 
mainly, the American boycott which has caused the failure 
of the Treaty of Versailles ; but in fairness to the artificers 
of the Treaty it seems only right to remind their critics 
that without Transatlantic assistance the working of the 
instrument has been not unlike the driving of a coach bereft 
of one of its wheels. Take, for instance, the position of 
France. 


I. Frencu Aanp British Poticy ContTrasteD 


RANCE, as has been pointed out in previous numbers 

of Tue Rounp Taste, cannot be absolved from a grave 
share of responsibility for the present state of Europe. 
Her policies have hastened the economic collapse of Austria 
by encouraging the ruthless jealousies of the Central 
European States : they have been opposed to the restoration 
to Germany of that measure of her former prosperity which 
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she must have if she is to recapture her essential place in 
the European system. They have been disintegrating 
policies rather than constructive policies. Yet, human 
and political nature being what it is, it is difficult to see 
how in the circumstances they could have been different. 
The armistice found France in a nervous mood. She 
feared, rightly or wrongly, that she had achieved victory 
without security. She believed that Germany had not 
been beaten to the ground, and that she had consequently 
to prepare herself to live alongside a neighbour who might 
not unreasonably be expected eventually to try for a war 
of revenge. Two alternatives were open to her. She 
could keep her army for ever virtually on a war footing, or 
she could take from her beaten foe the old defensive 
frontiers of the days of Napoleon, the left bank of the 
Rhine. She chose the second alternative. She broached 
it to the American and British delegates at the Peace 
Conference. The answer she got was to the effect that 
defensive frontiers had, with the other paraphernalia of 
the old order of international relations, been relegated to 
the lumber-room of history, and that henceforward, through 
the agency of the League of Nations, an organised civilisation 
would see to it that aggressive countries were outlawed 
before they could do real harm. When she hesitated to 
take on trust the efficacy of the League, she was reassured 
by a promise that the United States and the British Empire 
would sign a treaty to protect her frontiers against un- 
provoked aggression. She withdrew her claims to the left 
bank of the Rhine, content with the guarantee she had been 
given and with the temporary occupation of the Rhine 
districts. ‘The American and British promise proved to 
be valueless. The United States refused to enter the 
League of Nations and rejected the French Frontier Treaty 
which President Wilson had signed. Under the terms of 
the Treaty the British Government was thus absolved 
from its obligations, and did not, rightly or wrongly, 
seriously consider until last winter the substitution of a 
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simple Anglo-French pact. The League of Nations exists, 
it is true, but can hardly yet be regarded for political 
purposes as anything more than a receptacle for minor 
problems which from time to time the Governments of 
Europe almost contemptuously cast to it. 

The war was thus hardly over before France woke up to 
find herself face to face with her ancient enemy, who, 
though temporarily impoverished and disorganised, still 
had a population of 60* millions to her 39 millions, and a 
birthrate calculated to increase the disparity year by year. 
At the beginning of the revolutionary period France had 
the largest population of any European country save 
Russia. She numbered 25 million inhabitants, Great 
Britain 12 million, Austria 18 million, Prussia five million. 
To-day she has dropped to fourth place, and will soon be 
passed by Italy. At the time of the Franco-Prussian war 
Germany had but 42 million souls to France’s 37 million. 
Usually a great war stimulates the birthrate. France does 
not seem to have reacted to that rule. Germany, on the 
other hand, has reacted to it. According to the Fournal 
Officiel, the increase of the French population for the first 
six months of 1921 was but 72,000; while the German 
population during the first three months of the same year 
was increased by 180,000. Nor are those grimly significant 
figures the only consideration which contaminates in 
French mouths the savour of victory. Before the war 
Russia had been the chief bulwark of French protection 
against the Central Powers, and well that bulwark served 
the Republic in 1914. Russia now seems to French eyes 
to be in the other camp—a sinister, enigmatic figure, 
brooding behind Germany as a potential ally of immeasur- 
able resources. 

Such, roughly, were the circumstances which tempted 
France to return to a diplomacy which it had been hoped 
the war had rendered for ever obsolete. The Treaty of 


* This figure is exclusive of the population of between six and seven million 
which Germany has lost by the Peace settlement. 
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Versailles was acclaimed by M. Clemenceau soon after 
its signature because it rendered possible the continu- 
ance in peace of the processes of the war. If the 
United States and Great Britain refused to honour those 
parts of the settlement which would have protected 
France against a vengeful Germany, then other clauses 
in the Treaty which bore hardly upon Germany must be 
exploited to the full; if the United States and Great 
Britain refused to practise the self-sacrificing idealism 
which they had preached, then they must not be too 
hard on France if she has returned to the practice of 
the bad old days of Metternich, Talleyrand or Bismarck, 
and exploited the racial passions and animosities which 
the war had stirred up. Germany must be kept down by 
the unrelenting application of the reparation clauses of 
the Treaty ; she must be hemmed in and separated from 
Russia by a military Poland. France and Belgium must 
have a military alliance; the Balkan and Succession 
States must be organised in an anti-Teutonic sense; the 
balance of power must be recreated in Europe with all 
the weight possible in the scales of France. 

While the Peace Conference was still in progress Mr. 
Lloyd George submitted to his colleagues in Paris a 
memorandum in favour of a conservative and reasonable 
Peace. “You may,” he said, “strip Germany of her 
colonies, reduce her armaments to a mere police force and 
her navy to that of a fifth-rate Power ; all the same, in the 
end, if she feels she has been unjustly treated in the peace 
of 1919, she will find means of exacting restitution from her 
conquerors.” After the Conference we did our best to keep 
life in the European economic system by means of pallia- 
tives, until such time as the French should recognise the 
error of their ways. Hence our efforts to revive trade with 
Europe by means of export credits, our efforts to enter into 
commercial relations with Russia which accompanied our 
struggle for piecemeal remissions and postponements of 
German reparation payments. It cannot be said that our 
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policy has been very successful. Nor can it be yet con- 
sidered to have finally failed. 

There have been some indications in recent months that 
French opinion, or part of it, is beginning to realise the 
futility of chivying round the farmyard the goose from 
which much-needed golden eggs are expected. ‘There are 
indications that it is beginning to be impressed by the 
steady accumulation of proofs, first that Germany can never 
in any case pay anything like the indemnities postulated 
by the Treaty of Versailles ; secondly, that she may never 
pay anything at all unless she is allowed by the Allies to 
recover her credit; thirdly, that France’s own finances 
cannot withstand indefinitely the disappointments, em- 
barrassments and uncertainties of the present situation. 
The indications are far from conclusive ; but they warrant 
on our part a more serious effort for a comprehensive 
European settlement than we have yet been able to make. 


Il. Tue Reparation PropiemM 


ERMANY, by the Treaty of Versailles, was pledged 
Jto pay the Allies reparation for :— 


1. Damage to injured persons and to surviving dependents by 
personal injury to or death of civilians caused by acts of war, 
including bombardments or other attacks on land, on sea, or from 
the air, and all the direct consequences thereof, and of all operations 
of war by the two groups of belligerents wherever arising. 

2. Damage caused by Germany or her allies to civilian victims of 
acts of cruelty, violence or maltreatment (including injuries to life 
or health as a consequence of imprisonment, deportation, internment 
or evacuation, of exposure at sea or of being forced to labour, 
wherever arising, and to the surviving dependents of such victims). 

3. Damage caused by Germany or her allies in their own territory 
or in occupied or invaded territory to civilian victims of all acts 
injurious to health or capacity to work, or to honour, as well as to 
the surviving dependents of such victims. 

4. Damage caused by any kind of maltreatment of prisoners of 
war. 
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5. As damage caused to the peoples of the Allied and Associated 
Powers, all pensions and compensation in the nature of pensions to 
naval and military victims of war (including members of the air 
force) whether mutilated, wounded, sick or invalided, and to the 
dependents of such victims, the amount due to the Allied and 
Associated Governments being calculated for each of them as being 
the capitalised cost of such pensions and compensation at the date 
of the coming into force of the present Treaty, on the basis of the 
scales in force in France at such date. 

6. The cost of assistance by the Governments of the Allied and 
Associated Powers to prisoners of war and to their families and 
dependents. 

7. Allowances by the Governments of the Allied and Associated 
Powers to the families and dependents of mobilised persons or 
persons serving with the forces, the amount due to them for each 
calendar year in which hostilities occurred being calculated for each 
Government on the basis of the average scale for such payments in 
force in France during that year. 

8. Damage caused to civilians by being forced by Germany or 
her allies to labour without just remuneration. 

g. Damage in respect of all property wherever situated belonging 
to any of the Allied or Associated States or their nationals, with the 
exception of naval and military works or materials, which has been 
carried off, seized or injured or destroyed by the acts of Germany or 
her allies on land, on sea or from the air, or damage directly in 
consequence of hostilities or of any operations of war. 

10. Damage in the form of levies, fines and other similar exactions 
imposed by Germany or her allies upon the civilian population, 


The sum total thus indicated was left to the Reparations 
Commission to fix, That, if comprehensively assessed, 
the sum would be far beyond the power of Germany to 
pay was obvious to anyone with a knowledge of economics 
and finance; that, moreover, the demand for the payment 
of pensions, which amounted to about half the total, 
ran counter to the understanding upon which Germany 
signed the armistice was contended from the first by 
President Wilson and by many independent commentators, 
including Tue Rounp Tasie.* The Americans were 
overruled by the French and British, the responsibility for 
the proposal for the inclusion of pensions resting mainly, 


* Tue Rounp Taste, No. 35, June, 1919, p. 466. 
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indeed, with the latter, and arising no doubt from Mr. 
Lloyd George’s stand in the canvass for the General 
Election of 1918. Though later we realised the fantastic 
nature of the Treaty articles, and persistently pressed for 
moderation, we ultimately agreed to the sum total of repara- 
tions being fixed in May, 1921, at £6,600,000,000, to be 
paid off over a period of thirty years in fixed and variable 
annuities, knowing in our hearts that such figures were 
far beyond the realms of possibility. 

During the summer of 1921 Germany, which had made 
sundry preliminary payments in cash and kind since the 
signature of the Treaty, successfully found the sum with 
the payment of which she had pledged herself to inaugurate 
the agreement of May: the first instalment of the variable 
annuity due in November was covered by deliveries in 
kind, but at the end of the year Berlin declared its inability 
to make the greater part of the quarterly payments of the 
fixed and variable annuities due respectively in January 
and February of this year. The mark had meanwhile 
started upon its catastrophic decline. Impressed by the 
difficulties of the German Finance Minister, the French 
and British Governments took counsel together, first in 
Paris in December, and later at Cannes, and again during 
March in Paris. It was decided that Germany should be 
given a partial moratorium for 1922, during which period 
she should be called upon to pay only £36,000,000 in cash 
and up to {72,500,000 in kind, or less than half of what 
she had been called upon to pay under the arrangement of 
May, 1921. In return Germany was asked to put her 
finances in better order, to impose new taxes, to abolish 
certain subsidies, to reduce other expenditure, to prepare 
for an internal loan, to produce some scheme to prevent 
the export of capital, and to give the Reparations Com- 
mission fuller scope for supervision through the medium 
of the Committee of Guarantees. Germany protested 
and hesitated, but in the main she has complied with the 
suggestions of the Allies, and until July monthly payments 
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of the sums due from her under the new arrangement had 
been regularly made. 

The concessions by the Allies and the sincerity of the 
efforts of the German Government to meet its obli- 
gations have not availed to prevent a crisis of first-class 
gravity. In the old days 20 marks went to the pound. 
In May, 1921, it took 240 marks to purchase a sovereign ; 
in August, 300 marks ; by the end of September, 450 marks ; 
by the end of October, 700 marks ; by the end of Novem- 
ber, 1,150 marks. At the beginning of June, 1922, mark 
exchange still stood at 1,200, but by the end of the month 
it had fallen to 1,600, and during the first week of July it 
went to 2,400, and in the first week of August to 3,400.* 
The significance of the fall of the mark is as simple as it is 
obvious. It means that Germany has started on the 
Austrian slope before she has really begun to pay repara- 
tions. Under the settlement of the spring of 1921 they 
were, it will be remembered, fixed at £6,600,000,000. 
Speaking in the House of Commons on August 3, Sir 
Robert Horne stated that since the armistice there had 
been paid to the Allies by Germany {107,000,000 in cash 
and £308,000,000 in kind, the latter payment being 
made up of {160,000,000 value of ships, coal and pay- 
ments in kind; 125,000,000 value of Government 
properties in ceded territories, and sundry minor items. 
In addition to the £415,000,000 thus collected, Germany 
has paid £38,000,000 in settlement of the adverse 
balance existing against her in the matter of private 
debts outstanding at the beginning of the war between 
her nationals and those of the Allies. ‘The total indebted- 
ness of Germany under this head is £73,000,000. Until 
August of this year it was being smoothly discharged 
at the rate of {2,000,000 a month. In August, however, 
the fall of the mark forced Berlin to ask for a reduction in 
the instalment due. France refused to allow the reduction, 
and threatened “ sanctions,” thereby further complicating 

* As this article goes to press the mark is quoted at 4,500 to the pound. 
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the already complicated situation which confronted M. 
Poincaré and Mr. Lloyd George at their meeting in London 
on August 7. The smallness of these figures compared 
to what the French and British publics have been led 
to believe may and should be obtained has encouraged 
the belief that Germany’s difficulties, as measured by 
the depreciation of the mark, have been artificially exag- 
gerated, so that her creditors might be cheated by a 
fraudulent bankruptcy. Undoubtedly Germany might 
have made a better showing, had she been possessed of 
a strong central Government capable of enforcing more 
economical administration in the Government departments 
and public services. Undoubtedly some of her industrialists 
and financiers have encouraged a development of affairs 
detrimental to German credit but advantageous to their 
own pockets ; but the deterioration of Germany’s finances 
has been due at bottom to causes inherent in the situation 
left by the war and aggravated by the reparation clauses of 


the Treaty of Versailles. 
It has been due not so much to the payments which have 


been made as to the impossibly large payments which have 
got to be made. Germany is a debtor with obligations far 
greater than can be met. It is natural, therefore, that her 
credit both among her own people and abroad should 
vanish. Germany is a highly organised industrial country. 
She has to export her manufactured goods to pay for raw 
material and for a considerable percentage of her foodstuffs. 
At the beginning of the year it was estimated by her 
Government that the value of her imports was and was 
likely to remain for the time being {100,000,000 more than 
the value of her exports. Under the May, 1921, reparation 
settlement she had to pay each year {100,000,000 in cash as 
well as a variable sum of 26 per cent. of the value of her 
exports. That is to say, she would have to find from her 
invisible exports or from credits or other sources, in order 
to be able to carry on on the present basis, something over 
£200,000,000 each year, or in paper marks, at 4,000 to the f, 


760 





The Reparation Problem 


800,000,000,000 marks, for the purchase abroad of goods or 
of foreign currency or other values. She has not, it is true, 
been paying anything like her full quota of reparations : 
but even so, the fact remains that she has had to print 
vast quantities of paper marks and sell them abroad, for 
what they will fetch, to satisfy her commercial and political 
creditors. Indeed, she has paid her reparation bill at 
present in the main by inducing speculators all over the 
world to buy marks, which are now almost worthless. The 
printing press, the huge speculative holdings of marks, 
and, above all, the fears caused by the future payments 
to be made, have been. the causes of the great and 
progressive depreciation of the mark. This depreciation 
has, again, brought in its train what is popularly known 
as the “ flight from the mark.” Instead of investing at 
home, Germans with cash to spare have sent it abroad or, 
if they have earned it abroad, have let it lie there for them- 
selves and their families so as to have something in hand 
when the crash comes, and meanwhile, no doubt, to escape 
taxation. Moreover, banks and industries have for their 
own solvency and in order to obtain credit abroad been 
obliged to keep large sums in foreign currencies. Such 
action is due less to Machiavellian designs than to the 
strongest human instinct—namely, that of self-preservation 
—which is seen to be exerting a direct and all-powerful force 
in Austria,* and for the same causes. Demoralisation 
born of the apparently inevitable depreciation in the 
standard of value is at the bottom of the German financial 
dégringolade, as of the Austrian. 

One hears much of the present prosperity of German 
industries. ‘There is little or no unemployment in Ger- 
many : German manufacturing centres are “ booming” : 
great building schemes are being pressed forward and great 
works of public improvement upon roads, railways, 
harbours, etc., are in hand. How does all that, it is asked, 
tally with the statement that Germany is on her last 

* See p. 735. 
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economic legs: does it not rather clinch the argument 
that she is shamming? It does not clinch the argument. 
Germany is manufacturing busily—partly because a depre- 
ciating exchange gives a bonus to export and partly to 
satisfy, not only normal trade demands, but the unhealthy 
and inevitable instinct of a nation whose currency has lost 
all stability, to put its savings into anything, from gramo- 
phones to houses, rather than leave them to depreciate 
in banks or stockings. If that is the case, the activity 
of German internal trade is yet another symptom of the 
vast inflation and of that general distrust of the future 
which drives the mark abroad. ‘The absence of unemploy- 
ment is due to much the same causes as led to full employ- 
ment here during the inflation boom of 1919. 

Even before the last collapse of the mark it was 
admitted everywhere except in Paris that Germany 
would be unable to meet her obligations unless she was 
allowed a moratorium sufficient to enable her to recover 
her foothold and to allow the Reparation Settlement to 
be placed on a reasonable and practical basis. At Genoa 
it was only M. Poincaré’s influence which prevented the 
question being taken up. ;That was in April and May. 
In June, a Committee of Bankers of various nationalities 
met in Paris at the invitation of the Reparations Commission 
to consider conditions in which the German Government 
could raise foreign loans to be applied towards payment 
of the capital of the Reparation debt. The Committee 
never reported officially because it became evident during 
its deliberations and those of the Reparations Commission 
that a reduction of the sum total of reparations was an 
essential preliminary to the raising of any external loan by 
Germany; and France refused to consider any further 
scaling down of German indebtedness until and unless the 
United States and Great Britain reduced her indebtedness 
to them. 

Something nevertheless had been gained. France had 
definitely admitted that, in certain circumstances, she would 
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be willing to consider the reduction of German indemnities 
to a final and reasonable figure. The chief factor in her 
decision was her own urgent financial needs. Whereas we 
have steadily budgeted without reference to Reparations, 
content to regard anything we may get out of them as a wind- 
fall, France has virtually staked the eventual solvency of her 
Government upon the solvency of the German Government. 
She has been budgeting steadily on the assumption that 
large sums were on the point of pouring into the treasury 
from across the Rhine. 

In 1913 France spent nearly £200,000,000, and her 
receipts were about the same. The estimates for 1923 
demand {460,000,000 expenditure and forecast a revenue 
from all sources of about £380,000,000, a deficit of 
£80,000,000. For the current year the deficit will probably 
be about the same. Were this the whole story it might 
be argued that if the French would pare their expenditure 
to the limit and submit to taxation upon the British scale 
the difficulty could be got over and the budget balanced. 
But it is far from the whole story. 

The French Government is spending vast sums of 
money not included in the routine budget. Under the 
heading of recoverable expenditure, France, it is stated, has 
already paid out since the armistice about £1,200,000,000, 
and expects, according to an official estimate, which may 
perhaps be somewhat excessive, to have to pay out in all 
£2,400,000,000, for the restoration of the devastated 
districts and compensation of war victims, to say nothing 
of an annuity which to-day amounts to 4 milliards of 
francs or {80,000,000 for pensions, which represents if 
capitalised about £1,600,000,000.* ‘This expenditure is, of 
course, “ recoverable” from Germany under the Treaty, 


* See M. Joseph Caillaux in the July number of the Manchester Guardian 
Commercial. Mr. Lloyd George, according to The Times of August 8 last, 
quoted M. Poincaré as giving the French reparation expenditure up to date 
as 80 milliards of francs—i.¢., £1,600,000,00c. This figure is made up as 
follows: devastated area 45 milliards, pensions 15 milliards, separation allow- 
ances 13 milliards, on prisoners of war 1 milliard, interest 6 milliards. 
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and that is why it is the habit of French writers to speak 
of it as a loan to Germany. Roughly speaking, it is esti- 
mated that recoverable expenditure will, during 1923, 
amount to 540,000,000, which, together with the 
£80,000,000 deficit on the normal budget, will leave France 
£620,000,000 to raise by loan, if she cannot get part of it 
from Germany. 

Such, then, in bare outline, is this formidable problem: 
France compelled to spend vast sums to restore the 
devastated areas, a task she justly regards as one that 
should fall on Germany; yet Germany unable for the 
present to meet this obligation even to a small extent ; 
Germany facing a downward plunge into Austrian con- 
ditions with consequences which no one can see; and 
yet France intransigeant because of the greatness of her own 
burden, the darkness of her own Government’s financial 
future, the injustice, as she feels, of her own position, 
and her resentment and irritation that she, as conqueror, 
should be so helpless. Yet the facts are such that inevitably 


for the time being France must bear her own internal 
burden herself. 


III. Inrer-ALiiep Dests AND THE AMERICAN STANDPOINT 


RANCE has pointed out that the corollary of a reduc- 

tion of reparations is a reduction of the debt which 
she owes to us and to the United States. It is not fair, 
she avers, that in the interests of the world in general she 
should be expected to be charitable to her enemy, unless 
her friends are charitable to her. Reduced to its simplest 
terms, the status of inter-governmental indebtedness— 
leaving Russia out of account—is as follows. ‘The United 
States is owed £2,000,000,000, of which nearly {900,000,000 
is due from Great Britain, {600,000,000 from France, and 
the rest from the other European Allies. Great Britain is 
owed over £2,750,000,000, of which {585,000,000 is due 
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from France and £1,400,000,000 from Germany.* France is 
owed nearly {185,000,000 by her Allies and by Germany 
£3,450,000,000* (52 per cent. of the total German repara- 
tions bill). Germany under the London ultimatum still 
owes the Allies a little over £6,000,000,000.tT 

If all inter-Allied debts were to be cancelled, it is clear 
from these figures that the United States, as the only 
purely creditor country, must concur. We are dealing, 
however, with facts and not with ideal adjustments ; and it 
may be said at once that the United States has at present 
no intention of concurring. ‘That was made perfectly clear 
during the first week of August, when the British Govern- 
ment issued Lord Balfour’s note defining to our European 
Allies British policy regarding inter-governmental indebted- 
ness. ‘The gist of the note was as follows :— 

Great Britain is anxious that all inter-Allied debts should 
be wiped off and Germany’s debt in respect of reparation 
reduced to reasonable limits. She herself would be 
prepared to remit all debts due to her, including the debt 
Germany owes her under the Reparation Settlement ; but 
she is precluded from taking this action by the fact that 
she is bound to pay the United States her debt of over 
£850,000,000, and that it would be clearly unjust to 
British taxpayers to remit all debts due to them while 
leaving them burdened with so heavy a payment to the 
United States. Great Britain will therefore have to 
request her Allies to pay to her whatever she has to pay 
to the United States, but she will not ask for a penny 
more, notwithstanding that the debts due to her are much 
greater than those she owes to the United States. She 
wishes to make no profit on the transaction, but to limit 
her demands to what she herself has to pay out. 

In the United States Lord Balfour’s note was widely 
regarded as an oblique suggestion that the American 


* The amount that Germany has already paid her would have to be de- 
ducted from this figure to arrive at the actual amount of the debt to-day. 


{ In arriving at this sum no account has been taken of transferred 
State territories, 
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Government should lead the way in a general cancellation 
of inter-Allied debts. Its reception was in that country 
almost everywhere unfavourable. While members of the 
Government remained discreetly silent, sundry Senators 
and ex-officials and innumerable newspapers proclaimed 
that the United States was not ready for any cancellations. 
The chief arguments used were generally the same. 
America, it was asserted, was not insensible to the diffi- 
culties which the burden of inter-governmental debts placed 
upon Europe. But she felt that, before the United States 
considered the possibility of helping, Europe should give 
better proof than she has so far given that she was trying 
seriously to put her own house in order. The reduction 
of German reparations was essential to any European 
financial house-cleaning, yet, after much bickering between 
France and England, German reparations still stood at an 
impossible figure. Another essential was the limitation of 
land armaments and the balancing of budgets: yet France 
was still faithful to M. Briand’s disappointing refusal at 
the Washington Conference on behalf of the strongest 
military nation in Europe to consider the possibility of 
limitation, and neither France nor any other European 
country seemed to her to be doing anything about the 
balancing of budgets. Why, so unregenerate was Europe 
that even the Washington Naval Treaties were still 
unratified, at any rate by Paris. Much of the above 
seems unfair to us, but again it must be pointed out 
that we are dealing with things as they are and not as they 
ought to be and that, so far as European reconstruction 
goes, American opinion does not differentiate between us 
and continental Europe. All the countries of the Old 
World are lumped together and are regarded rather like a 
lot of crabs struggling at the bottom of a bucket—an 
indistinct and unpleasant mass out of which wise people 
keep their hands without examining the comparative merits 
of individual crabs. 

It is a position which Englishmen cannot fairly cavil 
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at. It is neither more nor less than a reproduction of 
the traditional British attitude towards Europe. The 
Atlantic is still as broad as the Channel was a century 
ago and the American point of view about Europe is 
substantially the same, except in one respect, as ours about 
Europe after the Napoleonic wars. The difference is that 
the American of to-day is considerably more sentimental and 
rather more ignorant about the outside world than the 
Englishman of a hundred years ago. He is more ignorant 
because, whereas the British nation had through the cen- 
turies been forced to make constant military and diplomatic 
forays into Europe, the American nation has been taught 
by tradition and encouraged by circumstances to ignore 
Europe as a world incredibly remote from its everyday life. 
It must indeed always be a source of wonder to Europeans 
who know the American continent, not that it took America 
three years to come into the war but that, when she did 
come in, it was with such splendid unanimity and with 
such a grasp of the great essentials for which we were 
fighting. Her unanimity was due to no small extent to 
that sentimentalism, or rather idealism, mentioned just 
above. The war, it was proclaimed, was at an impasse: 
it was America’s great mission to break through the impasse 
and to give to the forces of justice and liberty the momentum 
of victory. 

After the armistice the victors were encouraged by their 
rulers, in words which matched the exaltation of their 
triumph, to look for the consummation of the millennium. 
Then came the Peace Conference. The discomfiture of 
President Wilson, as it seemed to onlookers across the 
Atlantic, at the hands of wily European statesmen playing 
upon the vanity and ignorance of the American representa- 
tives, was annotated by the stealthy growth of those feverish 
passions of exaggerated nationalism, revenge, and fear 
which now seem to possess the Continent. Sincerely if 
vaguely imbued as Americans are with a sense of their 
country’s mission towards humanity, they have decided 
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that, until Europe recovers her sanity, they can do nothing 
except give her a wide berth and anchor themselves afresh 
by the moorings put down by George Washington’s warning 
against entanglements with the Old World. 

During Lord Liverpool’s administration England dis- 
sociated herself more and more from the affairs of Europe. 
It was not only that she disapproved of the undemocratic 
tendencies of the so-called Holy Alliance, she was immersed 
in her own problems of reconstruction. America for the 
past three years has been similarly immersed. Victory, 
it had been proclaimed, would not only regenerate the 
world, it would somehow or other settle America’s social 
and industrial problems. Nothing of the sort has hap- 
pened. War-time trade soon sagged. Industry and busi- 
ness were dislocated, unemployment reached formidable 
proportions, the farmer could not market his crops, city 
and country dwellers alike writhed under Federal taxation 
of unparalleled severity, the shipowner could not fill his 
ships, the railways could not make both ends meet, the 
housing problem was as acute as with us, on every side was 
a sea of discomfort and uncertainty utterly baffling to the 
citizen of a country which had palpably gained in wealth 
and importance from the war. Latterly things have 
improved ; but if business is better, the country has, this 
summer, been sorely tried by labour troubles, and has still 
problems before it which focus attention at home. It can 
be argued—and many American men of affairs and learning 
do argue—that the remission of war debt would help the 
United States as much as any country, that if a policy of 
aloofness is to be followed, it should be logically accom- 
panied by a severance of those ties with Europe which the 
very existence of the debt postulates. The argument 
carries scant weight outside sophisticated circles in the 
East. Even the American Congress, after instructing the 
Government to fund all war debts—that is to say, to take 
the first step in collecting what Europe owes—is seriously 
debating a tariff measure the protective features of which 
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are so pronounced that, when taken in conjunction with the 
fact that America holds a huge proportion of the gold of the 
world, they would effectively prevent whatever slight chance 
might otherwise exist of the payment of the interest of the 
debts by the normal processes of international trade. Hence 
it is not surprising that the bulk of the American electorate 
should still be convinced that their taxation is destined 
to be lightened by remittances from Europe or that the 
ex-service men should be pressing to have their “ bonus ” 
paid out of the “ proceeds ” of European loans. 

Ultimately the United States may be willing—and, 
indeed, in most cases will be compelled by facts—to con- 
sider the scaling down or cancellation of war debts ; but she 
will not do so until her people feel that Europe is really trying 
to regenerate herself and that it would pay them to help 
her in the process. Even if European conditions deteriorate 
to such a degree as to render self-evident the bankruptcy of 
France and her neighbours, it is possible that America 
might even then prefer to hold on to their paper rather 
than seem, by remitting, to condone the militarism and 


other anti-democratic tendencies from which Europe is 
believed to be suffering. As for ourselves, it is clear 
that she intends to hold us to our debt. And after all, 
we are a solvent concern. The American reception of 
Lord Balfour’s note proves, in fact, that Europe must 
extricate herself unaided from her difficulties. 


IV. Conciusion 


HE first requisite to any process of European recovery 

has been shown to be a real settlement of the repara- 
tion question ; and since the two problems are inextricably 
intertwined, a settlement also of the question of inter- 
Allied indebtedness among European nations. If the 
reparation question is to be settled, the first essential 
is that the German Government’s credit should be rehabili- 
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tated and the mark restored to comparative stability and 
rescued from the fate which has overwhelmed the Austrian 
crown. Were the mark to follow the crown, it would 
mean bankruptcy for the German Government in the 
same sense that the Austrian Government is bankrupt. 
It would mean that German indemnities would have 
to be written off as Austrian indemnities have been 
written off. Were that to happen France would be 
saddled for good with the weight of her “ recoverable ” 
expenditure. Such is the minimum of evil which a German 
collapse would seem to threaten. It might well bring 
with it besides the collapse of the whole European economic 
fabric, followed by political upheavals the results of which 
are beyond prophecy. As long as the mark is depreciating, 
nothing is possible, neither a proper system of taxation 
nor the raising of internal or external loans, nor political 
or social calm in Germany, nor any payment of repara- 
tions. The fundamental necessity is consequently to 
rehabilitate Germany’s public credit, both in Germany 
and abroad. That cannot but involve :— 

(a) The fixing of the total reparation sum at a figure 
which is recognised by the world and accepted by Germany 
as within her capacity. This must mean a reduction of 
the total by considerably more than half, and would involve 
the jettisoning of pension charges and other objectionable 
features of the reparations schedule. 

(6) The fixing of the annual payments on a similar basis. 

(c) Drastic measures by the German Government to 
balance their budget and avoid further output of paper 
money, which is an effect and not a cause. This is not pos- 
sible unless the reparation payments for the next few years 
are either postponed im toto or reduced to very small limits. 

(d) Probably the raising of a loan either from Germans 
or foreigners for an external fund in foreign currencies to 
act as a currency reserve and assist in stabilising the mark. 

It is true that to fix the total amount of the reparation 
figure or even of the annual instalments presents great 
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difficulties, and has, indeed, been found hitherto impossible. 
Germany must pay what she can, and yet who can tell 
now what she can pay? It is fatal to fix the figure above 
her capacity and unjust to her creditors to fix it below. 
The only other alternative would be to earmark some 
source or sources of revenue—¢.g., customs—which would 
increase automatically with Germany’s prosperity, or 
perhaps base oneself on a percentage of her export trade. 
Such possibilities must be considered, though, if an inter- 
national loan is to be raised, it is certain that the German 
customs would be required as security for it. Whatever 
plan is adopted the vital point is that the burden should 
be recognised by the world to be within the reasonable 
capacity of Germany, as it is recognised that our debt to 
the United States should be within our capacity. 

Some supervision by the Allies of the German Govern- 
ment’s financial measures on the lines suggested by the 
Committee of Guarantees and agreed to by Germany 
would, no doubt, be advisable; but it does not seem 
feasible to contemplate any real “control” of German 
finance. It is easy to talk of a “ receiver” for Germany, 
but a “receiver” is and must be an absolute dictator. 
Are we prepared to find a French or English dictator of 
Germany? The German Government has at best a 
tremendous task before it to balance its budget. We 
know how complicated our comparatively simple problems 
have been and are in that regard ; what difficulties we have 
had, for instance, over Departmental economy with our 
“ super-axe ” committees, and so on. Supposing an inter- 
Allied commission of control in Germany recommended 
steps which the Government then declined to take. The 
Government might resign. Logically the Allies would 
then have to govern Germany themselves. Yet the last 
thing they ought to wish to do is to relieve the German 
Government and the German people of their responsi- 
bilities. It is, moreover, of vital importance that the 
Government of Germany should be not only well disposed, 
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but strong as regards internal administration. Foreign 
supervision does not make for administrative strength. 
Probably our best “ sanction ” for German good behaviour 
would be the continued control of German territory and 
an undertaking to retire by stages as Germany fulfilled her 
obligations. 

Whatever the settlement, Germany must, however, pay 
large indemnities. Apart from the manifest equity of the 
case, we could not allow her to escape by the depreciation 
of her exchange from her external debt—namely, Repara- 
tions—especially as her internal debt has been practically 
wiped out by the same cause. Otherwise her industry 
would be freed of all taxation when ours and that of 
our Allies were struggling under an immense load. 
Germany can be compared to a bankrupt company which 
has gone through a reconstruction. Her old shareholders 
—namely, her rentier class—have been wiped out, but 
the slate has been cleaned and, provided she can now cry 
halt before social disaster overtakes her, her future may 
be all the more prosperous because of the sacrifice of 
her non-producing classes on whom has been forced the 


whole burden of the war. The reparation obligation, 
when once it has been fixed at a reasonable amount, must 
be exacted. 

There has been much controversy about the possibility 
of accompanying some such scheme by the issuing by 
Germany of an international loan large enough to yield 


to France a sum to meet her “ recoverable” expenses. 


Such a loan, as has been already stated, was the object 
of the meeting of the Committee of Bankers in Paris in 
June. Unfortunately, processes such as those which are 
working in Germany move with a constantly accelerated 
impetus and what may have been feasible in June had 
become impossible by August. And if international loans 
to Germany were feasible, their amount would be limited 
by the exportable surplus of capital available from the 
lending nations. Even supposing the impossible were 
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achieved, and sums aggregating anything like those which 
France requires were to be placed by other nations by means 
of loans to Germany at her disposal, their transference to 
France would in itself seriously affect the stability of the 
exchanges. In the case of England, it would be very diffi- 
cult to find large sums for France and also pay interest and 
sinking fund upon the American debt. 

France wants large sums at once for the devastated areas. 
We must sympathise with her difficult position. But it 
is necessary to face facts. Those sums which are to be 
spent in France on French labour and material must be 
found by Frenchmen at any rate for the time being. ‘There 
is no other source. France must continue to avail 
herself of the wonderful saving capacity of her people. 
Germany, it must now be taken as axiomatic, can pay 
nothing, or very little, for some time to come. She must, 
to use the now popular phrase, have a moratorium. But 
there is no reason at all why, if she once finds her feet, she 
should not pay very large sums in the comparatively near 
future. There is no reason, that is to say, why the burden of 
a considerable part of French expenditure should not 
gradually be transferred to German shoulders, and every 
reason, in justice, why it should be. The transfer could 
be arranged for if, as soon as the credit of the German 
Government is sufficiently restored, the French investor 
were ready to make large loans to Germany, the proceeds 
of which would be spent in France. The payment of 
this interest and sinking fund of such loans over a 
series of years is, indeed, the proper way in which Ger- 
many can meet her reparation debt. In addition to 
such new loans, the German Government might take 
over from the French Government a portion of the existing 
French debt raised for the purpose of restoring the devas- 
tated regions. Thus the heavy burden of the French 
taxpayer would be lightened at the expense of the German, 
and the whole transaction carried out over a series of years 
without disturbing the stability of the exchanges. 
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Such a proposal is in itself unlikely to meet at the moment 
with French favour. Even when the prospect of immediate 
relief by virtue of the proposed international loan to 
Germany was in the offing, France intimated that she would 
only consent to a further writing down of German repara- 
tions if her debts to England and to the United States were 
cancelled. America has shown that, whatever she may do 
eventually, she proposes to hold the Allies to their obliga- 
tions. Her Congress has, moreover, passed a law under 
which the Government has no choice but to proceed to try 
to fund her debts and, even if President Harding and his 
advisors were to decide that the advice of those far-sighted 
Americans who favour cancellation ought to be followed, 
they could not follow it until Congress passed the appro- 
priate legislation, until, that is to say, American public and 
uninformed opinion undergoes a radical change. Great 
Britain, if the Balfour note is to be taken as laying down a 
policy, cannot do more, according to the usually accepted 
reading of its somewhat elusive treatment of a com- 
plicated subject, than reduce France’s indebtedness to us 
from her present figure of about {585,000,000 by three- 
quarters, or to £147,000,000. Such a concession would be 
unlikely to reconcile France to the plan which has just 
been outlined. If German reparations were reduced to 
£2,000,000,000, and our own claim on Germany cancelled 
entirely and its proceeds divided among our Allies, France 
could hardly expect to get more than {£1,200,000,000, which 
is less than half of what she has been led to expect when 
German reparations were set at £6,600,000,000. 

The Balfour policy is supported, of course, by incontest- 
able logic. It seems unfair from our own standpoint that 
we should be expected to pay our creditors in full and get 
nothing from our debtors. It seems the more unfair in 
view of the weight of our taxation and the magnitude of our 
public debt. Mr. Lloyd George expressed his conviction 
to the meeting of Allied Prime Ministers on August 7 last 
that the war had cost this nation more than any other 
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nation.* In addition to the debt, we had, he said, raised 
something like £3,000,000,000 by taxation during the 
war. The British Empire and the United States were, 
he added, the only two of the Allies who raised con- 
siderable sums by taxation. Sir Robert Horne, in his 
speech in the House of Commons already quoted, esti- 
mated that at the present moment people in Great Britain 
are taxed at’ {17 17s. a head as compared to {9 a head 
in France and probably about the same in the United States, 
and that whereas our public debt is £7,766,000,000, or {181 
per head of the population, that of France is £6,340,000,000, 
or {162 per head of the population, and that of the United 
States {'5,147,000,000, or {47 per head of the population. 
Though comparisons as to taxation burdens are apt to be 
misleading, undoubtedly French taxation might be at the 
least more comprehensively collected. Our debt to America 
will involve a payment of some {50,000,000 a year to meet 
interest and sinking fund charges, which, as Mr. Lloyd 
George pointed out, means another shilling on the income 
tax. We shall in consequence have much less capital 
to lend to our own Empire or to other countries. At 
home the burden in the long run will fall on the poorest 
of our people and be translated into unemployment and 
bad trade and industry. But logical or not, the Balfour 
note was, in our opinion, a blunder. It has been taken 
in America as an indirect appeal ad misericordiam. We 
wish to make no such appeal. Ours is a debt which for 
our credit’s sake alone, apart from all other considerations, 
must not be shirked while we have means to pay. As 
things are at present, we can pay ; and it is the plain duty 
of any country, which has borrowed money, to meet its 


* A publication of the Bankers’ Trust Company of New York referred to 
by Mr. Lloyd George gives the money cost of the war to the Allies as 
follows :— Dollars. 
France (exclusive of damage to devastated areas) -»  37,588,003,000 
Italy .. ae - a as a i -+  14,794,000,000 
Great Britain ae ‘de im ae at -»  48,944,000,000 
United States me a 3 8s a «+ 33:456,000,000 


GGG 775 





The Malady of Europe 


obligations to the utmost of its ability. Wehaveset out the 
facts, because it is not only necessary that we should resolve 
upon our course, but also that we should be under no 
illusions as to what it involves. There is a further 
consideration to which reference must be made. Our 
difficulties will be enhanced by the tariff policy of the 
United States, which may force us to pay largely in gold, 
since it may prevent us selling our goods, and this will 
certainly do the Americans no good. And if Europe 
goes still further downhill, the burden may become still 
greater. It is even possible that the continuation of such 
payments might lead to a great depreciation of the 
sterling exchange, with consequent serious results here and 
disadvantages to the United States. In our opinion, 
therefore, we may well ask the United States Government 
that the debt should be funded in such a form as would 
enable payments to be suspended for a time if European 
conditions became much worse and if both Governments 
agreed that such suspension was in the general interest. 
In other words, the debt should remain a debt for the 
American Government. If it were distributed among 
private citizens, suspension would be impossible without 
ruining our credit. We mean to pay and to go on paying. 
But circumstances might conceivably arise when it would 
be clearly injurious to both parties to continue, unless a 
breathing space for recovery could be given. Such a 
contingency may be remote, but it is not unfair both to 
this country and to America to provide against it. Existing 
German conditions show the effects of a country under- 
taking an external financial obligation which is too rigid 
as to the time of its fulfilment. 

The policy of the Balfour note was also, in our opinion, 
mistaken in the line it takes towards Allied indebtedness. 
Cancellation of that indebtedness would not render 
the position of the taxpayer worse than it is. We are 
not collecting a penny of interest upon it and nobody 
expects that we shall collect anything for years to come. 
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It is true that if Germany can pay France large sums 
there is no reason to suppose that in time France and 
Italy could not pay us something. But, if we could 
arrest the disintegration of Europe by remitting what 
France and our other Allies owe us, we should, through 
the consequent improvement of trade, garner im- 
mediate benefits far more valuable to the taxpayer and 
the worker than doubtful expectations for the years to 
come. 

If, therefore, the French Government would agree to a 
settlement which we regarded as reasonable, in return for 
a complete cancellation of their debt to us, leaving their 
debt to America for future consideration, we believe that 
from every point of view it would be wise for this country 
to accept. 

British public opinion would expect from France, if 
her debt to us is to be remitted, explicit guarantees that 
henceforward from Constantinople westward she would 
work with us for the political as well as the economic 
stability of Europe. 

But it is doubtful if remitting our debt would bring a 
satisfactory settlement. There have been signs that in 
France the Balfour note has strengthened the hands of 
those who would break loose from the restraining influence 
of British co-operation and would use the occasion of 
Germany’s default recklessly to beat her down, keep her 
in subjection, and perhaps dismember her. The argument 
of that party is that France, being comparatively self- 
supporting economically, could weather the whirlwind 
which such a policy might well raise throughout Europe. 
If that party can influence French policy even for a few 
months from now, it may be too late to prevent the deeps 
of Europe from breaking up. Moreover, as already stated, 
even if we remit France’s debt to us, her budget position 
remains unaltered. She has not yet faced the fact that 
even if moderate international loans are possible—and they 
depend on Germany being put on the path to recovery— 
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the burden of her devastated areas must for the time 
being inevitably rest on her own shoulders. Her public 
opinion still deludes itself into the belief that somehow or 
other or in some desperate way, if not by financial methods 
then by sanctions, Germany must be made to relieve her 
of her burdens now. But that cannot be, and until a French 
Government can speak the truth on this matter and still 
retain power no settlement will be possible. We stand, then, 
upon the brink of the unknown. None can tell the result of 
the complete collapse of German credit, for such a catas- 
trophe has never yet overtaken a great and highly organised 
industria] state. We have only Russia and Austria to 
guide us and in neither case is there valid ground for com- 
parison. It may be that Germany’s industrial organism 
will adjust itself sufficiently quickly to avert social chaos. 
It may be that the complete collapse of the mark will 
produce great disorder, but whether out of that disorder 
will spring Bolshevism or ‘a monarchist reaction only a 
fool would care to forecast. Nor can it be said what 
reactions would be caused in the organism of Germany’s 
neighbours. 

It can only be said that the risks facing Europe on the 
downward path are very great. We are deeply involved. 
For we cannot, as some in the Press and elsewhere argue, 
“‘ withdraw ” from Europe until she has been purged of 
her distempers. Great Britain, the argument goes, must 
cut loose from the Continent, as she did a century ago. 
She must concentrate upon the task of recouping herself 
for the trade such a course would cost her by pushing her 
wares in the markets of the extra-European world. The 
extra-European world in turn depends largely on the 
300,000,000 customers of Europe. India cannot buy our 
goods because Central Europe will not buy hers: West 
Africa is in the same way. And so the argument could be 
repeated through every country. In any case the policy 
does not appear to be one which could appeal to the 
British sense of moral responsibility. Europe may have 
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gone far down the slippery slope, but, black as the 
situation is, there is still room to hope that she can be 
saved, if only we step forward boldly with some definite 
plan to stay her decline ; and duty, tradition and expediency 
all demand that we should make the effort. 


EDITOR’S NOTE. 


The above article was written during the session of the 
recent inter-Allied Conference in London. That Con- 
ference has, as we write, broken down. ‘That is a fact 
much to be regretted, but that the British Government 
stood firm on their ground is by no means to be regretted. 
If Europe is to be saved from far worse disaster, that stand 
had to be made. Compromise after compromise, all 
destined to failure, had brought Europe to a state of 
affairs constantly more critical. ‘There was no hope at all, 
only the contrary, in M. Poincaré’s proposals. The policy 
of granting Germany a moratorium and simultaneously 
extorting from her more money by additional sanctions is a 
ruinous and suicidal one. But, since this is so, it becomes 
essential that England should state clearly what is her 
policy, so that France and the whole world, too, may 
understand. The time has long gone by for half- 
measures. 

France’s problem, the problem which makes her so 
intransigent, is that of her budget. She is determined that 
Germany shall help her to solve it. But Germany has a 
budgetary and exchange problem still more acute. For a 
certain period she can pay no reparation in cash and, as 
measured by France’s urgent needs, for some time to come 
only very moderate amounts. 

If Germany cannot pay now, what can we and the rest of 
the world do? Can we advance the money for Germany’s 
account to France in anticipation of Germany’s repaying 
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us later? At best only in moderate sums, quite insufficient 
to balance France’s budget. International loans might 
grease the wheels, but even they are out of the question, 
until Germany’s credit is rehabilitated. And, even if large 
sums could be raised, to transfer them to France would 
ruin her by increasing the value of the franc and making 
the burden of her internal debt intolerable. Nor shall we 
help to balance France’s budget by cancelling her war- 
debts to us. In her budget she makes no provision to pay 
us even interest. No doubt it would be an immense relief 
to her that her war-indebtedness to her Allies should be 
remitted, but her immediate problem remains unaffected 
one way or the other. 

Thus we must repeat, with the greatest sympathy towards 
France, that she herself alone can for the time being bear her 
own burdens. In so doing she may, perhaps, be forced to 
watch the depreciation of the franc, but there need, in our 
view, be no question of her bankruptcy. In time to come, 
as Germany recovers, a large part of the French debt, 
as already stated, might be transferred to German 
shoulders. 

In these circumstances England’s attitude towards France 
should, in our view, be one of great generosity. We should 
abandon the policy of the Balfour note. Im return for a 
settlement of the Reparation question satisfactory to us, we 
should cancel the French debt and, in our view, other 
European debts too; and we should be ready to give up 
our share of reparations from Germany.* We cannot do 
more. We shall then be left with the heavy burden of the 
American debt. If the Reparation problem is settled, our 
prosperity would recover and we should be able to pay it. 
If it is not settled, that burden will still remain and be all 
the greater. 

The path, then, before our statesmen is clear. They 
may fail, whatever they do, in a crisis of unexampled 


* We refer, of course, only to Great Britain’s share and not to that of the 
Dominions. 
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difficulty. But what is right, as well as expedient, is that 
we should make every sacrifice that lies in our power to 
render a solution possible. If still we fail, we shall have 
nothing with which to reproach ourselves. But, if Ger- 
many and Central Europe are to escape disaster, a settle- 
ment must come quickly. 





V 
IRELAND 


UNE 28, 1922, is not a date likely to be appropriated to 

an Irish anniversary with celebrations such as honour 
July 4 in the United States and July 14 in France. The 
victory of the Four Courts and the necessity that led to 
the armed suppression of Irishmen by Irishmen and the 
battering down of a famous national monument are not of 
a kind to be commemorated. For all that, it may rank as 
the comparable date in Irish political history. It is the 
day on which the democratic Irish State can be said to 
have been founded. The moment in which the national 
forces opened fire upon Rory O’Connor and his garrison 
gave the world its first definite and practical assurance that 
the majority principle would operate in Ireland as elsewhere 
in the Western democracies and that the most respectable 
of motives which an Irishman could plead to his countrymen 
would not avail to extenuate anarchy. 

It was a long and tortuous path by which the Irish 
Government travelled to its decision to enforce the Treaty 
and its own authority as against the minority that declined 
to recognise either. ‘The earlier stages of its journey were 
surveyed in the last number of this review and need not 
be described again here. Mr. Collins and his fellow- 
Ministers had, from the beginning, to consider a balance 
of expediency as between the confusion which a Govern- 
ment lacking an express mandate must fear if it attempted 
strong action and the many advantages which delay con- 
ferred upon the dissident Republicans. It was a problem 
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of sufficient difficulty. But it was complicated by Mr. 
Collins’s personal hope that the issue between Treaty and 
Republic could be indefinitely evaded and that the Re- 
publicans would accept his own presentment of the settle- 
ment as an instalment of their programme. In the end 
this complication was removed—at least, temporarily—by 
the obstinacy and arrogance of the Republicans and by the 
practical sense of the Irish electorate. The constituencies 
knew what they wanted and voted for it, when the chance 
came, in such a way as left one course only open to the 
Government. Whatever may be said, upon other counts, 
of the Irish Cabinet’s hesitating and sometimes equivocal 
attitude towards the responsibilities they accepted in the 
Treaty, they could always plead the alarming nature of 
their difficulties. They are now entitled to call the evidence 
of events as well. 


I. Tue Pursuit or “ Unity ” 


HEN May opened Ireland was a country groping 

through darkness towards a catastrophe. To all 
appearances the supporters of the Treaty had gained 
nothing by consenting to delay the elections. The Re- 
publicans still declined to be bound by the popular decision 
or even to allow it to be taken. The Free Staters had 
offered what seemed to be the maximum of compromise 
and barely stopped short of surrendering the Treaty itself. 
Unofficial mediation of various kinds between the two 
parties failed as completely. Mr. Griffith, whose growing 
impatience with his colleagues’ diplomacy was hardly 
concealed, announced in the firmest of language the 
Government’s intention of holding the elections and fixed 
the date—June 16.’ But effective protection for the electors 
neither Mr. Griffith nor anyone else could command. The 
Government’s forces were limited, and untried as to com- 
petence and loyalty. The country was manifestly dis- 
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organised and the gunmen enjoyed all the advantage of the 
confusion they had created. ‘The least to be expected was 
bloodshed in many places and the most to be hoped for a 
partial and therefore almost valueless registration of the 
majority. opinion. 

In this extremity Mr. Collins. had not abandoned the 
search for unity in which he had persevered since the 
earliest days of the Treaty. Other considerations, no 
doubt, weighed with him besides his reluctance to launch 
the country upon an election that threatened to break more 
heads than it counted., A little later, on May 23, he had to 
go before the Ard-Fheis, or National Convention, of Sinn 
Fein. There he would have to face for the second time 
the danger—only averted in February by the compromise 
delaying the elections—of defeat and possibly expulsion 
from his own party. Nor was it certain that he could rely 
upon a majority in the Dail for the policy of consulting the 
country and braving disorder without more ado. 

So far negotiations from time to time had been carried 
on with the political leaders of Republicanism. The new 
move for a settlement came from the Irish Republican Army 
itself. An unofficial committee, on which Mr. Collins and 
Mr. Mulcahy sat, not as Ministers, but as brother-officers 
with other members of the I.R.A., sought means to heal 
the split in their ranks. The proposals were carried to the 
Dail, a committee of which took up the discussion. When 
breakdown seemed inevitable and Mr. Collins had indeed 
declared his efforts for compromise at an end, a sudden 
turn brought the leaders again into touch. On Saturday 
afternoon, May 20, an agreement was laid before the Dail. 

We are agreed, declared the signatories :— 


1. That a National Coalition Panel for this third Dail, repre- 
senting both parties in the Dail and in the Sinn Fein Organisation, 
be sent forward on the ground that the National position requires 
the entrusting of the Government of the country into the joint 
hands of those who have been the strength of the National situation 
during the last few years, without prejudice to their present re- 
spective positions. 
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2. That this Coalition Panel be sent forward as from the Sinn 
Fein Organisation, the number for each party being their present 
strength in the Dail. 

3. That the candidates be nominated through each of the existing 
Party Executives. 

4. That every and any interest is free to go up and contest the 
election equally with the National—Sinn Fein—Panel. 

5. That constituencies where an election is not held shall con- 
tinue to be represented by their present deputies. 

6. That after the election the Executive shall consist of the 
President (elected as formerly), the Minister of Defence (representing 
the army), and nine other Ministers—five from the majority party 
and four from the minority—each party to choose its own nominees. 
The allocation will be in the hands of thé President. 

7. That in the event of the Coalition Government finding it 
necessary to dissolve, a General Election will be held as soon as 


possible on Adult Suffrage. 


As the news sped over Ireland during the week-end it 
was received with acclamation. Irish opinion as a whole 
cared less for the form than for the fact of the agreement. 
The miracle had been worked. Civil war had been averted. 
“Unity ” had been restored. The miracle was gratefully 


accepted and there was little disposjtion to suspect the 
conjuring trick. 

Great Britain proceeded to a more practical examination 
of the document. The result was disappointment and 
dismay and the fall of the Treaty’s stock to the lowest point 
it had yet touched. The first disclosure was that, within 
the terms of the new pact, there was to be no election upon 
the Treaty as such. That had been postponed again. 
Mr. Griffith and Mr. Collins, vowing they would ne’er 
consent, had consented to an election which on the face of 
it would not record the Irish people’s supreme and binding 
verdict upon the Treaty. An ingenious distribution of the 
Sinn Fein coupon was designed to secure the return of a 
new Dail, constituted exactly as the old one, and with as 
little relation to the enormous change of opinion in the 
constituencies. After having shared out the suffrages of 
the Irish people, the two parties in the Coalition were to 
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share out the offices of State in the same proportion. 
Four Republicans, recognising not even the sovereignty of 
the Irish people and much less that of the British Crown, 
were to sit in a Cabinet charged with the execution of the 
Treaty which they were prepared to resist in arms. It 
was no surprise to learn from Mr. Churchill in the House 
of Commons on the Monday following the signature of the 
pact that the British Government, “ without coming to any 
final conclusion,” recognised the “ serious issues ”’ it raised 
and had already invited its co-signatories to the Treaty 
to confer with them in London. 


II. Tue Repusiicans AND ULSTER 


HE effect of such an agreement as this upon opinion 

and policy in the Six Counties was bound to be 
decisive. Ulster and the Republic are mutually exclusive. 
The nearer the Provisional Government <lrew to the 
Republicans the further it must draw from the North. 
So much would have been true at any time. Now every 
consequence of the compromise was aggravated by the 
circumstances of the moment. Republicanism, represented 
in the person of Mr. Rory O’Connor, had for some time 
been waging active war upon Ulster. From the security 
of his headquarters in the Dublin Four Courts he had 
directed the Ulster boycott, reimposed in defiance of the 
Southern Government. As chief of the I.R.A. Executive, 
which had disowned the Southern Government, he was also 
responsible for the “ operations ” of the I.R.A. in Belfast 
and the Six Counties. It would be impossible for anyone 
not blind to facts to fasten upon one creed or party in 
Belfast the monopoly of murder and outrage. It is equally 
impossible to reject as the main cause of their continuance 
at this time the provocation ordered and organised by 
Rory O’Connor. 
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On the very day in which the Provisional Government 
was engaged in coming to terms with Republicanism, 
Republicans in the Counties Down and Antrim were 
occupied with a simultaneous and carefully planned rising 
on an ambitious scale. Over a wide area communications 
were raided, telegraph wires cut, roads blocked, bridges 
demolished and railways torn up. A number of attacks 
were delivered on police barracks. Loyalist homes, in- 
cluding some historic houses, such as Shanes Castle, were 
burnt. In the now inevitable sequence these events were 
followed by two days of murder and incendiarism in Belfast. 
On Monday Mr. Twaddell, a prominent Belfast citizen and 
a member of the Northern Parliament, was shot dead in 
the street. 

Sir James Craig’s Government replied to the open 
challenge to its authority with prompt and comprehen- 
sive action. A well-matured plan was put in operation 
early on Tuesday morning. ‘Throughout the Six Counties 
the constabulary arrested simultaneously for internment 
men marked down as active supporters of the Sinn Fein 
movement. The arrests numbered eventually some four 
hundred. The prisoners were brought to Belfast and later 
transferred to a special detention ship in the harbour. It 
was a drastic measure, but the emergency was undeniable. 
The Government was confronted with the most formidable 
attempt yet made to break down its authority. To have 
remained inactive, even if the opinion of its supporters had 
tolerated such a course, would have been to invite a regula 
campaign. Nor could Sir James Craig address himself any 
longer to the responsible Government in the South which 
had just entered into coalition with the party, if not with 
the persons, with whom these outrages originated. Under 
any other conditions the indefinite detention of these 
internees without charge or trial could not be justified for 
a moment, and it will not be defensible for one moment 
after the danger is past. In the same day the Home 
Secretary of the Northern Government proclaimed as 
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illegal {the I1.R.A., the Irish Republican Brotherhood, the 
Irish Volunteers and the women’s and boy scouts’ organisa- 
tions attached to Sinn Fein. In the Northern Parliament 
Sir James Craig made a full statement of his policy, the 
kernel of which he expressed in a few sentences. 


This pact, he said, changed the whole situation, for although 
prepared to treat with the Southern representatives of the Free 
Staters who were within the ambit of the British Empire, he was 
not prepared to treat with a composite Government, one half of 
which practically was republican in sentiment, and the other half 
was represented by one who said he did not go back upon the senti- 
ment he had expressed that the treaty was a step towards a Republic. 

The immediate consequence of the pact which he and his colleagues 
announced that afternoon was that they would not have any Boundary 
Commission, under any circumstances whatever. ° 


The time had now passed, he added, to come to mutual 
accommodation. Such were the first-fruits of the pact in 
Ulster and such the most striking achievement of Rory of 
the Four Courts. The whole Treaty policy, the whole 
policy of reaching unity through partition never seemed 


nearer breakdown than now. The state of the relations 
between North and South was hardly distinguishable from 
that of war. In the South there was nothing yet to suggest 
that the people would not be baulked of their wish for the 
Treaty. 

The Ard-Fheis met on May 23 and ratified the pact. 
There was nothing remarkable in the meeting except a 
passage in Mr. Collins’s speech recommending the adoption. 


They had made, Mr. Collins claimed, an agreement which they 
thought would bring stable conditions to the country, and if those 
stable conditions were not more valuable than any other conditions 
they must then face what those, stable conditions would enable 
them to face. 


“That much is quite clear,” he declard. But the 
awkwardness of the style was suited to the uneasiness of 
the position. The hint was followed by another, that the 
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North could not ignore the united voice of Ireland. Ulster 
accepted them as Mr. Collins’s repudiation of the Treaty. 
The quotation illustrates both the situation at the time 
and a rather dangerous facility for riding two horses simul- 
taneously. But, like Sir James Craig’s speech quoted above, 
it needs to be interpreted in its place in the context of 
events. 

At the end of May the conference of Treaty signatories 
took place in London. The foundations of the Treaty 
were still further shaken when it became known that the 
draft Constitution which Mr. Griffith had brought over 
with him had a strong Republican flavour and was not even 
formally compatible with the Treaty. ‘The independent 
I.R.A. added its quota of mischief by seizing Belleek and 
Pettigo, two towns, one within and the other astride the 
Ulster border on the Donegal side, in the troubled corner 
of Fermanagh that juts deep into Free State territory. 
This was an affront not only to Ulster but to the British 
Government, with whom responsibility for the Ulster 
frontier still rests. The Provisional Government repudi- 
ated the invasion and the British Government took prompt 
steps. Strong military detachments had no difficulty in 
expelling the invaders. Both towns were occupied without 
bloodshed, together with some portions of Free State 
territory at Pettigo. Mr. Collins seized the technical 
justification thus presented to him for a protest and 
accompanied it with a demand for an inquiry. It was a 
move which, coming after his repudiation, was only in- 
telligible in the light of exigencies in Dublin created for 
him by the pact. 

For the present the British Government contented itself 
with taking the military action forced upon it by the 
Republican descent upon Ulster territory.’ Nineteen 
battalions of British troops were now stationed in the Six 
Counties. Plans were laid for the military occupation, in 
case of necessity, of a neutral zone traced along, though not 
everywhere within, the Ulster border with the object of 
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removing the Northern and Southern jurisdictions from 
contact. The emergency which should call for the opera- 
tion of this plan has happily not arisen and is less and less 
likely to arise. Since the guiding principle of British policy 
in Ireland is to leave Irishmen of the North and South to 
find for themselves, under the compulsion of events, the 
means of order, mutual tolerance and, if possible, co- 
operation, the suspension of contact between them would 
to that extent have been a suspension of the policy. As 
the strategist of the Four Courts well knew, a state of 
things serious enough to force the British Government’s 
hand even this far would have done grave and probably 
fatal injury to the Treaty. 


Il]. Tue Pact, tHe ConsTiTuTION AND THE TREATY 


VEN as things were the debating case against the 
Treaty had gathered fresh strength. Its English and 
Ulster opponents could marshal a very damaging series of 


facts. Instances of crime and disorder could be selected 
at random from almost everywhere in Southern Ireland, 
instances of persecution and outrages upon loyalists, gross 
and petty. There was, as a fact, no single governing 
authority. ‘The mutinous army had a power that paralysed 
the working of the officially recognised Government. It 
was pursuing its independent “ war ” in and against Ulster, 
inflaming passions by every means open to it, and answering 
and provoking the reprisals which disfigured Belfast. The 
party supporting and the party opposing the Treaty had 
entered together into a compact to “trick” the Irish 
electorate. Mr. Collins, the Treaty’s protagonist, had 
publicly contemplated its abandonment, and, to crown all, 
the constitution not of a Dominion but of a Republic had 
been presented for the acceptance of Downing Street. 

A weighty indictment. The only possible reply to it 
was that the Treaty had not as yet been actually violated, 
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that there was hope for it while it was still uninfringed, and 
that the British Government in any case had all to gain and 
nothing to risk in standing by its undertaking until or 
unless its co-signatories should default. Substantially this 
was the reply of Mr. Churchill. As Colonial Secretary, he 
laid the Irish position before the House of Commons at its 
adjournment for the Whitsuntide recess. He explained 
and accepted the motives of the Provisional Government in 
making the pact. He pointed out that the Treaty was 
broken if, after the election, the Republican members of 
the Cabinet refused to take the oath prescribed, and 
appealed for a continuance on the British side of scrupulous, 
meticulous and “ even credulous good faith.” 

This statement cleared the air somewhat and the con- 
ference of British and Irish signatories in London turned 
to examine the draft Constitution. The Provisional 
Government had not only promised to submit it to the 
London Cabinet before publication but, by the agreement 
concluded with the Republicans in February, was under 
obligation to present it to the Irish electorate before the 
voting. A fortnight therefore remained in which to agree 
upon the draft. 

The terms of the original document were confidential. 
Nothing was therefore known publicly of the manner in 
which it sought within the clauses of the Treaty to erect a 
Republican structure. Whatever the form of the draft, 
however, it clearly raised the question whether this was 
not a revelation of the spirit in which the Irish Government 
proposed to work the Treaty. For the Die-hard it was, of 
course, just a sample of Irish knavery. On the other hand, 
it was remarkable that the Irish representatives appeared 
to raise no difficulties in the way of amending their draft to 
conform to the British reading of the Treaty. Their readi- 
ness to conform leaves little room for a charge of deliberate 
bad faith. More probably we have here another apt, if 
disconcerting, illustration of the difference between English 
and Irish mentality which has lain at the root of the ancient 
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quarrel. The Irish mind moves on altogether another 
plane of dialectical values. The puzzled and pragmatic 
Englishman has the baffling sense of being matched with a 
seeming rationality which perpetually eludes him. When 
he crosses the St. George’s Channel he passes, like Alice, 
through a looking-glass. At the times when the Irishman 
fancies himself most logical, the Englishman finds him 
most evasive. The inconsistencies between the draft and 
the Treaty are more easily explicable as a characteristic 
piece of Irish thinking than as conscious and common 
insincerity. 

Agreement upon the draft, so far as concerned the points 
at issue between the English and Irish signatories, was 
reached in the same week in which the elections were to 
be held. So far as concerns these points, the agreed 
document must be taken to represent the extremity of 
British concession. It was published on the morning of 
the elections, June 16, in time to avoid a breach of the 
Ard-Fheis pact, if no more. Republicans complained of 
this as sharp practice. The average elector did not com- 
plain at all. Nothing is more certain than that his 
interest in the Constitution at this stage was as feeble as 
his interest in the elections and the peace issue was 
keen. 

The Constitution is still a draft. It has still to be 
worked on and may be largely amended by the newly 
elected Provisional Parliament. It has then to be ratified 
by the Imperial Parliament. It is not the time at present 
to attempt a critical analysis of its provisions, nor yet of 
possible reactions upon the constitution of the Common- 
wealth from this practical definition of Dominion status. 
Its character is uncompromisingly democratic and it 
embodies a number of up-to-date devices for effective 
popular control. Like every written constitution it reflects 
the conditions in which it was born. There is a touch of 
self-consciousness in its scrupulous divergencies from the 
Imperial pattern. The nomenclature and other features 
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lay an insistence upon the distinctive character of Irish 
autonomy which will be understood. 

A selection of its more important and more interesting 
provisions may be convenient here. 


1, The Irish State is a co-equal member of the Community of 
Nations forming the British Commonwealth of Nations. 

2. The national language is Irish. English is equally recognised 
as an official language. 

3. No title of honour for services to the Irish Free State may be 
conferred upon a Free State citizen except with the approval or 
upon the advice of the Executive Council of State. 

4. The Legislature consists of the King, a Chamber of Deputies, 
and a Senate. 

5. Citizens of both sexes aged 21 or more and 30 or more elect 
the Chamber and the Senate respectively. 

6. Members of the Parliament take the oath prescribed in the 
Treaty. 

7. The Senate. Normal term of office to be 12 years. One- 
quarter to be elected every three years by the country, voting as 
one constituency, under Proportional Representation. A panel of 
candidates (three times the number required for membership) is 
to be elected as to two-thirds by the Chamber and as to one-third 
by the Senate, voting under P.R. In addition retiring Senators 
are eligible. Universities elect two members each. Total number, 
exclusive of University members, to be 56. 

8. The King’s representative may withhold his assent from a 
Bill, but only in accordance with the law, practice and constitutional 
usage governing similar action in Canada. 

g. Parliament may establish Functional or Vocational Councils 
representing branches of the social and economic life of the Nation. 

10. The Army is expressly subjected to Parliament. 

11. A referendum upon a Bill may be secured by resolution of 
three-fifths of the Senate or by a petition from one-twentieth of the 
electors. 

12. Parliament may, and under certain conditions must, provide 
for initiation by the people of proposals for laws or constitutional 
amendments. Initiation to require a petition by 50,000 voters. 

13. The Free State is not to be committed to war without the 
consent of Parliament. 

14. The executive authority is vested in the King and is exercisable 
by his Representative in accordance with the constitutional usage 
of Canada. 

15. There is to be an Executive Council of not more than twelve 
Ministers, responsible to the Chamber. Of these, four (under 
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certain conditions, seven) including the President and Vice-President 
are to be members of the Chamber. Not more than eight are to be 
selected from citizens eligible for election to the Chamber and may 
not be or remain members of the Chamber. Ministers who are not 
members are to be nominated by a committee impartially repre- 
sentative of the Chamber. They are to be representative of the 
Free State at large rather than of groups or parties. They may be 
nominated by functional or vocational councils if and when set up. 

Responsibility for external policy rests solely with the four 
Ministers who are members of the Chamber. Otherwise the 
Council is to act as a collective authority. 

16. The Representative of the Crown (Governor-General of the 
Irish Free State) is to be appointed in like manner as in Canada and 
in accordance with the practice there observed. His salary is 
charged on the public funds of the Free State. 

17. A Supreme Court is provided for with power to decide upon 
the validity of any law having regard to the provisions of the Con- 
stitution. Nothing in the Constitution is to impair the right of 
any person to petition the King for leave to appeal from the Supreme 
Court to the King in Council or the King’s right to grant such leave. 

18. The Constitution is to be passed by the Irish and British 
Parliaments not later than December 6, 1922.* 

19. The present Parliament is to continue for not more than one 
year after the passing of the Constitution. 


IV. Tue Exections 


FTER the discrepancies between the draft Constitu- 
A tion and the Treaty had been adjusted, the sole 
immediate interest lay in the elections themselves. The 
pact was not many hours old before it had become evident 
that there was likely to be at least a partial miscarriage of 
the plan, on the faith of which the Republicans had per- 
mitted them to be held. Clause 4 of the pact had laid it 


down “ that every and any interest is free to go up and 


contest the election equally with the National (Sinn Fein) 
Panel.” Mr. Collins may or may not have appreciated 


* In accordance with clause 17 of the Treaty, which limits the existence of 
the Provisional Government to “ the expiration of twelve months from the 
date hereof ”—i.¢., from December 6, 1921. Non-compliance with this 
clause, unless by agreement, would, of course, abrogate the Treaty. 
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the significance of this clause at the time when he put his 
name to the document. Generally its effect had been 
discounted. It was believed that the power and prestige 
of reunited Sinn Fein would render the provision a dead 
letter at, if not before, the polls. That was certainly the 
belief of the Republican signatories. They were prepared 
for a formal observance of the democratic proprieties. 
Their judgment misled them remarkably as to its conse- 
quences. ‘They failed again, as they have failed throughout, 
to understand that a change had taken place in Ireland and 
that Sinn Fein, like the Republic, no longer stood where 
it stood in 1919. Their contempt for “ public opinion,” 
matured since Easter week, 1916, and manifest in the pact 
itself, concealed from them the strength of its present 
revival. They did not, or would not, acknowledge to 
what degree of exasperation their tactics had pushed the 
people, eager now for peace with honour and utterly averse 
from the final immolation demanded for the Republican 
idol. Labour had perhaps educated them to expect that 
it would take some part in the elections. It was something 
new in their experience to find that a variety of independents 
with no organisation behind them and the representatives 
of unwarlike bodies, such as the Farmers’ Union and the 
Ratepayers’ Association, would have the hardihood to 
persist in matching themselves against the “ national ” 
candidates. 

The first sign of disillusionment was a Sinn Fein appeal 
to these disturbers of unity to desist from their intention 
of making nonsense of the pact by taking its fourth clause 
seriously. Mr. de Valera went down to Clare—a county 
where even his own seat was none too secure—and argued 
the opposition candidates out of a contest. Force was used 
in one or two instances to prevail upon other candidates to 
stand down. Under the shadow of intimidation five more 
constituencies in the West went uncontested, or in other 
words were forcibly disfranchised. In the seventh, Mayo, 
North and West, the nominations were interfered with 
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and a contest prevented. In the remaining 21 constituen- 
cies candidates stood their ground or were not molested. 
On the miorning of June 16, thirty-four members had 
thus been elected unopposed to the new Parliament, 
seventeen for the Treaty and seventeen against it. The 
rest lay in the lap of the electors. After six months of 
obstruction by sophists and gunmen their opportunity had 
come to them almost by a chance. It came in a form which 
required an intelligent use of their votes. Their leaders 
under duress had renounced leadership. They offered a 
panel of coupon candidates and the status quo. The 
initiative was passed back to the people and, with the help 
of the independent candidates, the people took it. The 
artifice of the pact was brushed aside. The electors chose 
their issue for themselves and turned the election from the 
designed formality into a decisive verdict on the Treaty. 
They chose a panel of their own by voting impartially for 
candidates pledged to uphold the Treaty and the right of 
the majority to govern. Only the disfranchisement of the 
Western constituencies and the mercy which Proportional 
Representation shows to minorities saved the anti-Treaty 
party from practical extinction in the new Parliament. 
The polling took place without serious incident. The 
count lasted well into the following week. When it was 
complete the collapse of the Republicans was evident. Of 
the ninety contested seats, nineteen only fell to the op- 
ponents of the Treaty. The Republicans’ only legitimate 
argument was swept away by their defeat. No defects in 
the Parliamentary ,Register could explain it. In only one 
constituency did a Republican head the poll. That was 
in East Mayo and Sligo, where the Treaty candidates, after 
the poll, lodged a complaint of gross intimidation and 
personation. Elsewhere the Republicans suffered almost in 
proportion to the virulence with which they had attacked 
the Treaty and the vehemence with which they had 
resisted a consultation of the people. Mr. Erskine Childers, 
the “brain” of Republicanism and chief fomenter of 
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mutiny, was at the bottom of his poll. Mr. Liam Mellowes 
and Mr. Seamus Robinson, prominent champions and 
contrivers of the military dictatorship, were rejected in 
Galway and Tipperary, the “ ferocious ” Madame Markie- 
vicz in Dublin. Miss MacSwiney scraped home in Cork. 
In Dublin Mr. Darrell Figgis, standing as an Independent, 
reaped the benefit of a personal assault, made on him before 
the poll, in a huge vote and his return at the head of the 
list for Dublin County. 

The state of parties in the new Parliament showed five 
groups : 


Sinn Fein Pro-Treaty .. 58 Sinn Fein Anti-Treaty .. 36 
Labour .. a ee 
Farmers .. cs Ape. 
Independents... oe 


For Treaty (21 unopposed) 92 Against (17 unopposed) .. 36 


The first preference votes in the contested areas, divided 
on these lines, amount in round figures to 480,000 for the 
Treaty and 138,000 against. Labour accepts the settle- 
ment, or at least the popular verdict on the settlement, and 
is here included on the Treaty side. But the Labour group, 
including an extremist element, cannot therefore be counted 
in support of the Government. It will take its own line 
and, like the British Labour party, will tend to make the 
requirements of an independent réle a chief consideration 
in the framing of policy. That characteristic of Labour 
consciousness has already made for embarrassment in the 
critical times which Irish government is passing through. 
When Ireland’s parliamentary life begins Labour will 
exercise upon it all and more than its expected influence. 
By returning seventeen new members out of eighteen 
candidates to Parliament the party can claim the most 
remarkable result of the elections. 

In Southern Ireland the elections were followed by a lull. 
It was a week before the election returns were complete. 
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The various parties had time to take stock of the position. 
The immediate future of the pact was by no means clear, 
but obviously the electors had dealt it a death-blow. 
There were murmurings of betrayal among Republicans. 
They complained of a speech which Mr. Collins had made 
in Cork. Speaking there as a candidate in his own con- 
stituency, unhampered, as he said, by the presence of 
Coalitionists, he recommended the citizens of Cork “ to 
_ vote for the men they thought best of.” The Republicans 
‘ were unable to reconcile this excellent but too impartial 
advice with the strict fulfilment of the pact. 


V. Tue Repusrican CHALLENGE 


N Dublin the commander of the Four Courts continued 
his operations unaffected by anything that had taken 
place. Mr. O’Connor displayed an active interest in the 
elections only when he invaded the National University on 
the evening of the poll to seize and remove the ballot papers 


with the object of discovering whether the Sinn Fein voter 
had observed the pact and “ voted the panel.” Fortunately 
the count had already taken place and the election (of three 
Pro-Treaty members and one Anti-Treaty) stood. The 
playboy temperament making free with the institution of 
the ballot in Dublin was one thing. In Belfast, while the 
vein of egoism and irresponsible levity was the same, it was 
making free with life. The “campaign of defence” in 
Ulster was turning more and more conspicuously to the 
injury of the defended. In effect O’Connor’s anti- 
partitionist zeal, besides scoring the line of division ever 
more deeply across Ireland, was indulged at the cost of 
the Northern Catholics. The Irregular I.R.A. in Ulster 
had now borrowed a weapon which Belfast Loyalists had 
used against Catholic public-houses and Catholic homes, 
and were engaged in intensive incendiarism, a method 
which secured the maximum of destruction with the 
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minimum of risk to the incendiary. The exasperation of 
the Northern majority, passing beyond the usual sequel of 
retaliation, was on the point of taking shape in a definite, 
though unofficial, plan for the expulsion of Catholics from 
the Six Counties. 

In the early morning of the day after the Southern 
elections an armed gang descended upon a hamlet in the 
Newry district and in the most cold-bloodedly brutal 
fashion murdered six Protestants and wounded others, 
after burning their houses. It was, what every act in the 
long exchange of outrages had become, an act of reprisal. 
But it was Rory O’Connor in Dublin who whipped the 
spinning top of devilry. The Government in the South 
had now, what it lacked before, a mandate from the people 
to assert its authority. Unless it took immediate steps to 
put down O’Connor’s campaign, it would be taking 
responsibility for his actions. Inaction on the part of the ~ 
Southern authorities would throw away the Treaty which 
its members had just been re-elected to execute. A Treaty 
Government, tolerating outrages under Southern direction 
upon Ulster territory, was an impossibility. Protestant 
feeling in the North was already near an explosion. 

The atmosphere was at this pitch of tension when, in 
the afternoon of June 22, Field-Marshal Sir Henry Wilson 
was shot dead on the steps of his house in a quiet London 
street by two men who had waited for his arrival. The 
first thing known of them was that they were Irishmen. 
Of him it was known to all that he was a great successor 
in the line of the Empire’s great Irish soldiers, an Ulsterman 
by birth, a prominent champion of the Ulster cause, a life- 
long Unionist and an unrelenting enemy to separatism and 
Sinn Fein. The first news of this futile and, as the facts 
showed, well-meditated crime bore on its face its kinship 
with the thought and practice of the Irish Republican. 
Every later detail established the connection in substance. 
Though the two men were Irish by descent only, though 
both were veterans of the European war and one had lost 
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his leg on service, proof was later given that they were 
under influence from Ireland and that one of the men had 
recently returned from an Irish visit. There was no 
evidence that the order for the crime issued from the Four 
Courts. No evidence was needed to show that the main 
source of its inspiration was there and there the example— 
continuing the unholy gospel and prolonging the degeneracy 
of the Sinn Fein “ war ”—from which they had learnt the 
ruinous dogma that murder is not murder if the motive be 
political. 

Great Britain’s resolution to defend herself at all costs 
against this insidious and contagious cancer of the mind 
hardly needed expression. Spontaneous horror of assassina- 
tion could not have been more swiftly and eloquently 
uttered than by the action of the unarmed and random 
London crowd which, undeterred by bullets, pursued and 
overpowered the murderers.» In Ireland Mr. de Valera’s 
comment on the murder amounted to a condonation. 
Mr. O’Connor contented himself with saying that it had 
not been committed under his orders. 

Parliament met in uneasy mood on Monday, June 26, 
to hear statements from Ministers upon the crime and, in 
particular, from Mr. Churchill, the Government’s view of 
its bearing upon the larger issues of Irish policy. The 
burden of his speech was that the Irish people’s acceptance 
of the Treaty closed one stage of that policy and opened 
another. It was now the Government’s business to 
furnish Ulster with the full means of protecting her 
boundaries and maintaining order, and on the other hand 
to hold the Southern Government to the strict execution 
of its Treaty pledges. The “duality, merging upon 
duplicity ” which tolerated the survival of Republican 
forms within the Free State was inconsistent with good 
faith. The usurpation of Rory O’Connor constituted “ a 
gross breach‘and defiance of the Treaty.” If it were not 
speedilyZended the Government would regard the Treaty 
as formally violated. 
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The Liberal Press criticised Mr.Churchill’s plain speaking 
severely as a surrender to the Die-hards and a disservice 
and danger to the cause of the Treaty in Ireland. The 
more general feeling, probably, was one of relief that what 
had been wise forbearance at an earlier stage was not to 
harden into injurious make-belief. From either point of 
view the preferable alternative was that the Irish Govern- 
ment should move without pressure and on its own account. 
Even while Mr. Churchill was speaking this had, in fact, 
happened. 


VI. Crvit War 


N Monday, June 26, Free State troops arrested an 

officer of the Irregular forces engaged in applying to 
a Dublin garage the rigour of the unofficial Belfast boycott. 
The occupants of the Four Courts retaliated by kidnapping 
Lieutenant-General J. J. O’Connell, Assistant Chief of 
Staff, the same day. On Tuesday they refused to surrender 
either their prisoner or the Four Courts. Compromise 
now on the Government’s part would have been abdication. 
In the early morning of Wednesday Government troops 
invested and attacked the building. A Government pro- 
clamation called for the support and co-operation of the 
public in the steps necessary to bring revolver rule to an 
end. After six months of stagnation, with the features of 
a civilised society almost obliterated under the rank growth 
of petty tyranny, mutiny and brigandage, nothing remained 
for Ireland but to cut its way at any cost out of the chaotic 
tangle. The Irregulars could, and had made it clear that 
they would, exact from Ireland a heavy price for the 
benefits of freedom and settled government. The first 
instalment was represented not only by the Four Courts 
building, a magnificent legacy from the eighteenth century, 
but its irreplacable contents, the Records of Ireland. On 
the third day of a confused siege Free State troops gained 
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a footing in the “ fortress,” battered and breached by 
shell-fire, and the garrison capitulated after firing a mine 
that completed the ruin. Though the main stronghold, 
along with other Irregular forts, had fallen, it was another 
week before Dublin ceased to be a battlefield. Fighting 
next centred in Sackville Street, where Irregulars under 
Mr. de Valera, who had now declared himself with the 
militants, had seized and fortified a block of hotels and 
houses. Their reduction proved a hard task. Five more 
days of shooting and shelling passed before the remnants 
of the garrison surrendered. By that time half of Dublin’s 
finest street was a smouldering ruin. De Valera and others 
were found to have escaped. Cathal Brugha (Burgess), 
bitterest of Republicans, attempted to break through and 
was fatally wounded. 

The cost to the country of the first ten days’ fighting in 
the capital was represented by at least three inillion pounds’ 
worth of damage to property alone and a casualty list of 
346, of which 65 were deaths. The loss in money is a 
fraction of similar loss in other parts of the country. The 
economic and financial cost of the dislocation of work and 
trade, not easily computed, and of the collection of revenue 
has to be added to the total. Whatever happens, the 
Irregulars have succeeded, according to plan, in fastening 
a formidable burden upon the nascent Free State and upcen 
the Free State taxpayer. Of the 65 killed in Dublin 49 
were returned as civilians. Under this heading a few 
Irregulars are to be counted. ‘The high proportion of non- 
combatants in the list illustrates the inevitable consequences 
of street-fighting, the insatiable curiosity of any crowd and 
the fatal familiarity of the Dublin crowd in particular with 
warlike operations in their midst. The casualties among 
the troops—12 killed and 120 wounded—were high in 
comparison with the rebels’ losses. ‘They were due in part 
to inexperience and in part to the order given to spare life. 
The object of the order was, of course, to soften the 
acerbities and shorten the memories of civil war. The 
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Provisional Government was probably reluctant as well to 
allow charges of “ Prussianism ” to influence public feeling. 
Many of the Irregulars were mere boys of 15 or 16. When 
the Four Courts did not fall all in a day, people in no way 
sympathetic to the Irregulars were beginning to ask 
impatiently how long the battle would last and why a 
meddling Government had disturbed the inoffensive 
O’Connor in his lair. This one glimpse of popular psycho- 
logy will explain how the Government’s pace was set at 
first. Later when the “ die-hard ” garrison, including Mr. 
O’Connor and his deputy Mr. Mellowes, emerged unscathed 
from the ruined Four Courts, and when Mr. de Valera and 
his companions evaporated, leaving Sackville Street a 
tubble-heap, estimates of the Irregulars as misguided 
heroes underwent revision. 

With the Capital secure, the Government’s next task 
was to restore its authority through the country. It began 
to concentrate exclusively upon its serious military problem. 
On July 6 a national call to arms was issued. The reply 
was good. Ex-service men in numbers took the opportunity 
offered them. Parliament, summoned originally for July 1, 
was postponed successively to July 15, July 29, and 
August 12.* The necessity which required the Executive to 
act without Parliament was unfortunate though inevitable. 
By this time the paradox was almost to be expected that the 
most violent protests against the procedure should come, as 
they did, from those in arms against Parliamentary authority. 
On July 14 the Government announced the appointment 
of Messrs. Collins, Mulcahy and O’Duffy as members of a 
War Council to direct operations. A military censorship 
was established in Dublin. 

In the first days of the Dublin fighting General McKeon 
had been sent to Donegal. Donegal, linked to the South 
only by a narrow neck of Free State territory, was suffering 
perhaps more than any county in Ireland from the mixed 
domination of bandits and Republicans. Donegal, isolated 

* The latest and probably final postponement is to August 26. 
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and lying on the Western border of the Six Counties, was 
also, actually and potentially, the most fertile source of 
embroilments between North and South. The pacification 
of the county had therefore the double purpose of safe- 
guarding the Provisional Government, fully employed in 
the South, against border complications and of stopping 
the hole through which Republican activity could filter to 
and from the West. A series of rapid and vigorous strokes 
broke up the Irregular centres in a few days and attained 
these objects in the main. The principal part of the 
campaign took shape as a sweep outwards from Dublin 
with its main strength directed to the West and South- 
West. Leinster was cleared without serious difficulty. In 
Connaught the Irregulars showed more zest for destruction 
than fighting and generally decamped to the hills on the 
approach of the national forces. Westport was captured 
in conjunction with a force sent round by sea from Dublin. 
The Irregulars left behind them in the West, as elsewhere, 
a trail of burnt public buildings and a hungry, impoverished 
and indignant population. The wanton burning of the 
great Marconi station at Clifden was perhaps their most 
distinguished achievement. 

The main concentration of Republican resistance was in 
Munster. In the third week of July the Irregular front, 
as it could now almost be called, followed a line drawn 
roughly from Waterford to Limerick across the South- 
Western corner of Ireland. Here the Government was 
confronted by forces more or less organised and respectable 
both as to quantity and quality, under the ablest and most 
determined of the Republican leaders. De Valera himself 
was said to command the Southern part of the line. Behind 
this line the control of the Irregulars was undisputed. 
They dictated, conscripted and commandeered at will 
among a population that had signified emphatically only a 
month before its allegiance to the Free State. Cork City 
was held in a state of partial paralysis. The flanking towns, 
Waterford and Limerick, were the next and obvious 
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objectives of the Government. They were in its hands, 
after sharp fighting, by July 22. In the centre, in Tipper- 
ary, the advance was slow and gave the impression that the 
Government was waiting for the arrival of its newly re- 
cruited reinforcements before developing the decisive attack. 

The Irregulars have no plan but that of offering the 
longest resistance possible—long enough, they hope, to 
prevent the legal establishment of the Free State by the 
appointed day in December—and of embarrassing and 
ultimately discrediting the Government by whatever 
damage they can inflict on their own country. Cork may 
suffer heavily if, as is likely, it is to be the centre of a rebel 
stand. But there seem to be no grounds for doubting that 
the main operation will be ended within measurable time. 
In proroguing Parliament till August 12, the Government 
committed itself to the expectation that organised resistance 
would by that date be at anend.* No one can pretend to 
foresee the end of the miscellaneous fighting. Even in 
areas nominally cleared guerilla war is being sporadically 
waged upon the Free State troops. Anywhere they may 
have to cope with trenched roads, felled trees, land mines, 
snipers and ambushes. Almost everywhere the railway and 
the telegraph are liable to interruption. In Dublin itself 
rifles and machine guns are still heard nightly. The pro- 
longation of the guerilla, however, if attempted, can hardly 
meet with the success it had against the British. The 
Irregulars have enlisted against themselves, as the Pro- 
visional Government could not have done, the cordial 
dislike and hostility of the common people. It is significant 
that the Press has been calling upon the Government for a 
sterner handling of its enemies. ‘The impression is that 


* The series of successful landings by Free State forces on the South 
and South-West coasts and the capture of Cork on August 11, made the 
end certain. In the height of its military successes and on the eve of its 
constitutional career, the Free State suffered a severe blow in the death 
on August 12 of Mr. Arthur Griffith—the founder of Sinn Fein, the 
Prime Minister-designate of the Free State and the Treaty settlement’s 
most convinced and uncompromising upholder. 
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the Irregulars have taken a full advantage of the restraints 
imposed upon the Government troops. Men who have 
taken arms against the State have the assurance that they 
will be spared as far as possible the risks of their own 
action. They have even the prospect, after capture, of 
release on parole. One singular instance of failure to draw 
the line between leniency and condonation deserves 
recording. According to the Freeman’s ‘fournal two at- 
tendants at Grangegorman mental hospital left their posts 
to join Rory O’Connor. A month later the Committee 
received them back and without argument, expostulation 
or reproach reinstated them, taking the view—which was 
indeed indisputable—that “the circumstances in which 
they absented themselves were exceptional.” Not merely 
that, but they received back pay for the period of their 
absence, so profitably employed in the Four Courts. It 
only remains to add that the institution is maintained out 
of the rates and taxes. 

Ireland was once defined as a point-of-view. This 
illustration tempts its closer definition as a state-of-mind 
and one which makes government a business of difficulties 
elsewhere unknown. At this moment, though the Execu- 
tive has popular opinion sincerely behind it, there is little 
doubt that another compromise with the Irregulars, if it 
came, would be quite generally received with uncritical 
approval. Fortunately there is no likelihood that a step 
will be taken which would wreck, not only this Government, 
but government itself in Ireland. Since fighting began 
the Government has refused all compromise. A Cork 
attempt—in the conditions existing at Cork, a natural 
attempt—at peace-making came to nothing. A conference 
summoned by Labour in Dublin, with the mingled aims 
of ending a ruinous conflict and of calling attention to the 
party’s new importance, was unattended and a fiasco. 

With the Provisional Government moving on its present 
lines there is better hope for the peaceful and prosperous 
future of Ireland, despite all that is gloomy and forbidding 
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in her present condition, than there has been for many a 
year. But the road is uphill all the way and it has been 
dangerously trenched and blocked by the Republicans. 
The political difficulties, principally of their making and 
principally with regard to the all-important question of 
unity, need not be dealt with again here. They have been 
sensibly eased. Since the suppression of the previously 
tolerated campaign against Ulster, Belfast has remained 
quiet and the relative peace it has enjoyed convicts the 
Republicans of the chief responsibility for its previous state. 
Sir James Craig, even at the moment when he broke 
relations with the South, again declared himself ready to 
treat with a Southern Government in common allegiance 
with himself to the Crown. It is the material difficulties 
which threaten to increase. An industrialised community 
would have collapsed long ago under the pressure which is 
spreading a slow paralysis throughout Ireland. Ireland 
that might be amassing wealth is undergoing impoverish- 
ment. Credit is lacking. Communications are chaotic. 
The quickest way from Cork to Dublin is by sea via 
Liverpool. Farmers in many parts are unable to market 
their produce. In some districts in the West famine is 
spoken of in tones of conviction. All this load of loss 
rests upon Irish shoulders. Great Britain has celebrated 
the enlargement of her autonomy through the Treaty by 
opening her market, the Irish farmers’ market, to the 
competition of Canadian steers. It is an unintended 
gesture pointing to the obverse of Ireland’s new status. 

This accumulation of adversities threatens a society 
already seriously demoralised and a Government which is 
in the main an improvisation. But behind them the 
ancient and unvarying power of recovery which Ireland 
draws from the soil is the constant factor of good hope. 
The resettlement of the country, though it may be a slow 
and will certainly be a patchy process, is subject in the 
first place to one condition only, and that the troops of 
the Free State are in the act of fulfilling. 
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THE HAGUE CONFERENCE 


HE Hague Conference was convened in accordance 

with the final resolution of the Genoa Conference of 
May 19. Commissions of Experts, representative respec- 
tively of the Russian Government and the other Govern- 
ments except Germany, wete to meet at The Hague on 
June 26 “for the purpose of the further consideration of 
the outstanding differences between the Russian Soviet 
Government and the other Governments.” ‘The matters 
to be dealt with “ would comprise all outstanding questions 
relating to debts, private property and credits.” It was 
agreed also by the non-Russian Powers that their repre- 
sentatives should meet on June 15 for a preliminary 
exchange of views. 

It was further settled that if no joint recommendations 
could be submitted by the Commissions of Experts within 
a period of three months from the commencement of the 
Conference with the Russians, or if any joint recommen- 
dations were not accepted by the Governments concerned 
within one month of their submission, each Government 
should be at liberty to make a separate agreement with the 
Russian Government. This, of course, implied that no 
separate agreements would be made whilst The Hague 
Conference continued or during the month allowed for 
consideration of its results. The French and Belgian 
delegations at Genoa, though they undertook to recom- 
mend participation, reserved the right of their Govern- 


ments to refuse to attend or to withdraw if they pleased. 
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The Genoa Conference had shown clearly enough that 
the problem of renewing relations with Russia was economic 
and moral rather than political. It is, of course, true that 
there are several thorny political questions, mainly con- 
cerned with the demarcation of frontiers, which will have 
to be dealt with before a complete settlement can be 
effected. Bessarabia is the most troublesome of these. 
But the real difficulty was, and is, to square the communist 
principles of economics professed, if not now completely 
practised, by the Russian Government, with the respect for 
private property and its rights which is the accepted basis of 
commerce and industry outside Russia. Genoa certainly 
helped both sides to understand the other point of view. 
It showed the Russian representatives the futility of 
expecting to base credits on the right of the revolutionary 
conscience to confiscate where and when it pleased. On 
the other hand, some at any rate of the other Governments 
were convinced that revolutionary Russia was by no 
means bound to accept any demands that might be thrown 
at it, and that the Russian Government was as much tied 
by the public opinion of those to whom it looked for 
support in its own country, and by the growing nationalist 
feeling of masses of Russians outside the circle of its 
immediate supporters, as any Western democratic Govern- 
ment. The Russian representatives were clearly afraid 
lest the fate that befell President Wilson on his return 
from Paris in 1919 might be theirs in a more tragic form. 
In any case, though Genoa narrowed the gulf between the 
two opposing economic systems it did not bridge it. 

It was felt that in the calmer atmosphere of The Hague, 
away from the political alarums and excursions which 
marked each day at Genoa, a Conference of Experts, with 
ample time at its disposal to examine in detail the problems 
arising from the revolutionary application of communist 
doctrines to foreign property interests and from the inter- 
mingling of communist and capitalistic practice in inter- 
national trade, might be expected to carry the process of 
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compromise and mutual accommodation to a successful 
conclusion. It was thought, too, that mere lapse of time 
would ripen public opinion both in Russia and elsewhere 
—and, indeed, this happened. On the Russian side the 
doctrine that compensation for confiscated property would 
have to be paid, despite the contrary promptings of the 
“ revolutionary conscience,” had gained general acceptance 
before The Hague Conference opened. On the other 
side, the British Note to M. Poincaré of June 10 showed 
that the opinion of the British Government had hardened 
against the view put forward at Genoa by the Belgians, 
and accepted by the French, that the Russian Government 
had no right at all to nationalise foreign property, and was 
bound in all cases, where it had done so and it was still in 
existence, to restore it intact to its original owner. 
The Note runs: 


Every State has the right compulsorily to acquire private peepee 
whatsoever its nature, on payment of just compensation. 
Whether the Russian Government makes restitution of private 
property alienated from its owners or pays compensation for it, 
is a matter solely for the Russian Government. His Majesty’s 
Government . . . entirely agree, however, that compensation shall 
be real, not shadowy. 


The preliminary conference of the non-Russian represen- 
tatives opened at the Peace Palace on June 15 and pro- 
ceeded, somewhat delicately and doubtfully, to feel its 
way towards a scheme of procedure for the main Con- 
ference. A clear difference of opinion had already emerged 
in the Notes exchanged between the British and French 
Governments as to the purpose of these preliminary dis- 
cussions. M. Poincaré desired that the preliminary Con- 
ference, unhampered by the presence or opinions of the 
Russians, “ should decide in advance and draw up a very 
definite and complete programme of conditions which 
Russia must accept,” and should elaborate “a plan for the 
restoration of Russia.” The British Government held 
strongly that the formulation of such a plan without the 
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full and cordial co-operation of the Russian Government 
was utterly impossible, and was in any case entirely opposed 
to the whole purpose of the Conference. In deference to 
the British view the preliminary Conference entirely 
confined itself to questions of procedure. It was imme- 
diately clear that whether the French and Belgian represen- 
tatives stayed or departed, all the other countries would 
proceed to confer with the Russians. The French Govern- 
ment, which had left its participation in doubt until the 
last moment, announced that it would take part in the Con- 
ference with the Russians. But throughout the Conference 
the policy of the French Delegation, and to some extent 
that of the Belgian also, gave justification to the impression 
generally held that they remained, not to assist in securing 
the agreement which the other delegations certainly desired, 
but to see that proof was provided that any conference 
with the Bolshevists was bound to fail. 

It may perhaps be remarked that representatives of 
Canada, Australia, New Zealand and India took part in 
the preliminary Conference and formed, with the British 
Ministers and officials, a British Empire Delegation. In 
accordance with the procedure now becoming customary 
in international conferences, the British Empire delegates, 
whilst in theory preserving their rights to act separately, 
in fact constantly consulted together and always evolved a 
common policy. For the main Conference the Dominion 
and Indian representatives entrusted their interests to the 
representatives of Great Britain. 

When the main Conference started it divided into three 
sub-commissions on Property, Debts and Credits questions. 
It soon appeared that the Russian interest was chiefly 
centred in the Credits Sub-Commission, and that, as at 
Genoa, the Soviet representatives were not prepared to 
go far in the direction of the recognition of claims for 
liability until they were reassured on the subject of credits. 
They argued that it was useless to discuss the method of 
discharging debts or paying compensation until they knew 
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what was likely to be the rate of economic recovery of 
Russia and that this depended on the amount of credits 
granted by other countries. 

On the other hand, the non-Russian Powers showed no 
inclination to proceed with the discussion of credits until 
progress had been made with regard to the restoration of 
property. ‘They insisted that the first essential for credits 
and for the reconstruction of Russian industry was a satis- 
factory basis of confidence, that credits must largely pro- 
ceed from the financial and industrial interests which had 
been concerned with Russia before the Revolution, and that 
these interests could not and would not move unless and 
until Russia had at least recognised its past obligations in 
relation to confiscated property and State debts. Around 
these contentions the controversy waged—first in one Sub- 
Commission, then in the other, sometimes avowedly 
sometimes by implication. 

In the Property Sub-Commission at the very outset M. 
Litvinoff made it clear that the Russian Government would 
accept no absolute and general liability to restore particular 
undertakings to their original owners. The Russian 
Government claimed, as it had claimed at Genoa, that in 
deciding whether a particular undertaking should be 
restored to its previous owner, retained by the Russian 
State, or transferred to another owner, it must be guided 
solely by the interests of Russia ; it could admit no vested 
rights. ‘This statement immediately raised a protest. The 
Russians, however, handed in a long list of properties which 
their Government was prepared to lease, either to the pre- 
vious owners to whom it was prepared to give priority in 
consideration or to other concessionaires. Examination of 
this list showed that only approximately 20 per cent. or so 
of the foreign enterprises in Russia were included, and 
that apparently the Russian Government proposed to retain 
whole industries, notably the textile industry, in which 
there had been previously large foreign interests. M. 
Litvinoff stated that this list was not complete, and 
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that there might be some additions to be made to it now 
or in a few months, notably in respect of public utility 
enterprises at present run by local soviets or municipalities, 
but he could give no guarantees on this point. He insisted 
that even in regard to the enterprises contained in this list 
it was impossible to formulate general conditions under 
which the original foreign owner could definitely claim 
restoration of his property, since each enterprise must be 
the subject of a separate negotiation. With some wealth 
of detail M. Krassin explained that the mere restitution of 
a property in the present circumstances of Russia, even if 
it were conceded by the Soviet Government, meant nothing 
at all by itself. The factory owner would be powerless to 
work his property unless he was able to make terms with 
regard to labour, transport, supplies of raw materials, food, 
and fuel, taxation, dues, rates, etc., with the Soviet Govern- 
ment, or its appropriate central or local organisations. 

These declarations were so completely at variance with 
the rights of private property, and the list of properties 
for which restitution was visualised as even possible was 
so meagre, that the impossibility of a general agreement 
became almost at once apparent. 

Whilst the Russian answers as to the conditions on which 
previous owners would be able to regain possession of 
their property were regarded as quite unsatisfactory, 
M. Litvinoff’s replies to a series of questions on the con- 
ditions under which a concessionaire—whether a former 
owner or another foreigner—would be able to live and work 
in Russia, together with the text of a decree of May 22, 
1922, guaranteeing wide private property rights in Russia, 
showed that on these points great progress had been made 
by the Soviet Government and there was no real disagree- 
ment. 

M. Litvinoff explained that his Government, whilst 
unable to give freehold property rights, would grant leases 
of factories, mines, etc., on concession terms for as long 
in some cases as 70 or even 90 years, that the property of 
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and personnel employed by the concessionaire would be 
absolutely immune from arbitrary confiscation, requisition 
or interference, that, broadly speaking, the concessionaire 
would be free to buy or sell as he pleased inside or outside 
Russia, that he would have all possible facilities for trans- 
port, fuel, raw material, etc., and for the import of necessary 
machinery, that he would be secured from crippling 
increases of taxation by agreement in advance for a period 
of several years as to the maximum extent and method of 
levying taxation, the Soviet Government preferring an ar- 
rangement for an agreed share in output or profits, that 
he would be able to organise his factory as he pleased free 
from any interference in the management by the trade 
unions, whose function was now limited to the protection 
of the special interests of the workers as in Western 
countries, and that, generally, the Soviet Government, in 
its anxiety to secure the assistance of foreign capital 
and technical skill, would so frame the concession 
contracts as to make larger profits than those made by 
industrialists in Russia before the Revolution reasonably 
certain. 

On the question of compensation in cases where the 
property was not restored the answers of the Russians 
were ambiguous and unsatisfactory. In the early stages 
of the Conference they refused to discuss compensation 
until progress had been made in regard to credits. They 
gave little indication that they had more in mind than 
long-term bonds, whose value would be nothing at all 
or extremely doubtful. Their attitude confirmed the 
view held by many members of the Non-Russian Com- 
mission that the only form of compensation available to 
the Russian Government which would satisfy the condition 
set out in the British Note as being “ real and not shadowy ” 
was the actual restitution of property. But this course the 
Russians refused to entertain. 

It was clear that in the absence of proposals for com- 
pensation in any real form, the inability of the Russians to 
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satisfy either the French or the British conception of what 
was reasonable in regard to restitution made a deadlock 
inevitable. This was in fact reached at the fourth 
meeting of the Property Sub-Commission. 

It may be added that M. Litvinoff complained some- 
what bitterly that a series of questions which he in turn 
had addressed to the other side had remained unanswered. 
These questions concerned, first of all, the extent of the 
property claims which were being made upon him. As 
to this, he was undoubtedly entitled to a reply, and would 
almost certainly have got one if the Conference had lasted 
long enough. He also desired that an elaborate question- 
naire should be circulated to all claimants enquiring from 
them not merely details of their claims, but also a mass of 
other material concerning their personal position, their 
annual income, the size of their families, etc., so as to enable 
the Russian Government to distinguish between wealthy 
and poor claimants. It is conceivable that some of this 
information may be relevant at a later date when the 
Russian Government in fact commences to discharge its 
obligations. It was certainly irrelevant to the discussions 
proceeding at The Hague, and could not have been obtained 
even in an approximate form until long after the Conference 
would in any case have finished. The Non-Russian Com- 
mission, therefore, refused to set up the elaborate machinery 
that would have been necessary to acquire this information. 

In the Debts Sub-Commission only the preliminary 
ground had been covered before the deadlock in the 
Property Sub-Commission rendered further progress 
impossible. The Non-Russian representatives put to the 
Russians an elaborate questionnaire concerning the 
Russian State budget, the size and basis of the currency 
circulation and other matters more or less affecting the 
possibility of restarting payment. M. Sokolnikoff, the 
Assistant Commissar of Finance, produced a considerable 
mass of information in reply, which showed that though 
the financial situation of Russia is very bad, there is some 
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evidence of slow improvement. M. Sokolnikoff made it 
clear that for his part he held views on the need of balanc- 
ing budgets that would have done credit to any British 
Chancellor of the Exchequer. But whether, in fact, the 
Soviet Government will be able to work the miracle of 
restoring internal financial stability within a reasonable 
time remains very uncertain. These interesting but 
largely academic investigations were intended presumably 
to lead up to a consideration of the period of moratorium 
necessary before Russia was financially able to restart her 
debt services. But actually no progress was made in this 
direction. The Russians made it clear that they could 
not discuss the question until a settlement was reached 
in regard to credits. 

In the (Third) Sub-Commission on Credits the Russians 
were invited to put forward their proposals for recon- 
struction on the basis of foreign assistance. An elaborate 
scheme was submitted for credits over a period of three 
years, totalling 3,224 million gold roubles, say, ap- 
proximately £350,000,000. ‘This amount was divided 
into four groups, in regard to each of which con- 
siderable detail was given. Credits of one thousand 
and fifty million gold roubles were asked for transport, 
920 million gold roubles for agriculture, 750 million 
gold roubles for industries, and 500 million gold roubles 
for commerce and banking, divided between working 
capital for the co-operative organisations and currency 
stabilisation. These figures were not examined in detail 
by the Sub-Commission, but they were not seriously 
challenged. If the money were in fact available or the 
conditions in Russia were such that capital could safely 
be invested, 350 million sterling spread over three years 
is not an exaggerated amount for reconstruction purposes, 
as compared with the needs of Russia or her possible 
powers of repayment. Discussion, however, centred on 
another point. The Russian representatives, M. Krassin 


in particular, insisted that if credits were granted for any 
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or all of these purposes, they must be furnished direct 
“to or through” the Soviet Government. There was 
some little doubt as to what was meant by this; but 
the Russian delegates certainly asked that money should 
be furnished or guaranteed by foreign Governments 
to the Soviet Government, who would have the spend- 
ing of it and the responsibility for repayment. On 
these terms business was plainly impossible, even if the 
amount asked for had been available. It was conceivable 
that some sections of opinion in Moscow believed that the 
other Governments might be forced to agree to such a 
demand. It was hardly credible that M. Litvinoff and 
M. Krassin, who had been closely in contact with public 
opinion outside Russia, could have been under any such 
delusion. At any rate the reply of the Non-Russian 
representatives can have left no doubt in their minds, 
Credits for Russian industry and agriculture, it was ex- 
plained, might conceivably be guaranteed to some extent 
by the Government if satisfactory arrangements were 
reached in the other Sub-Commissions. But such credits 
would have to be given on commercial lines through 
foreign traders, manufacturers or bankers to individuals 
or organisations in Russia in whom commercial confidence 
could be placed. The breakdown in regard to private 
property brought not merely the discussions on debts, 
but also on credits, to an abrupt ending. 

For some days it appeared as if the Conference would 
end prematurely with all the essential points unsettled and 
many of them undiscussed. The non-Russian members 
of the Commissions proceeded to draft reports explaining 
the difficulties that had occurred. But before closing the 
proceedings the Russian delegates were informed that if 
they had any further proposals consideration would be 
given to them. Some sparring took place as to whether 
such proposals should be laid before the Property Sub- 
Commission or before the Plenary Conference. For one 
moment it looked as if a proposition by the French delega- 
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tion to refuse to have anything further to do with the 
Russians, because they insisted that it would be incon- 
venient to discuss the situation in the Property Sub- 
Commission with its limited terms of reference, might be 
carried. But a very significant combination of all the 
smaller Powers bordering on Russia from Finland to 
Roumania, who had now realised the danger of leaving the 
whole Russian question in uncertainty and confusion, 
negatived this proposal. 

M. Litvinoff at the Plenary Session abandoned com- 
pletely his demand for credits, in view, as he said, of the 
inability of the other Governments to grant them, and 
proceeded to suggest a completely new basis of discussion. 
He proposed that if the other delegations would put a 
similar proposition to their Governments the Russian 
delegation should at once refer to its Government the 
question whether it was prepared, on the assumption that 
no credits could be given— 


1. To acknowledge the debts due by the Russian Government 
or its predecessors to foreign nationals, and 

2. To agree to give effective compensation to foreigners for 
property previously owned by them which has been nationalised by 
the Russian Government, provided the terms of payment of the 
debts and terms of compensation, whether in the form of concessions 
or otherwise, were left to be agreed between the Russian Government 
and the persons concerned in the course of two years. 


This proposal created an entirely new situation. M. 
Litvinoff indicated that his Government would probably 
require about a week for its reply, and it was not very 
clear what would remain to be done at The Hague if and 
when a reply had been received from Moscow. If a 
favourable reply were received the main questions at issue 
would immediately have become matters for negotiation 
between representatives of private interests and the Soviet 
Government and not between Governments. The Non- 
Russian Commission, therefore, contented itself with 
passing a somewhat confusing resolution warmly welcom- 
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ing M. Litvinoff’s proposal, stating its opinion that, though 
the basis of an agreement could not be found within the 
terms of this declaration, its acceptance and its loyal 
execution by the Russian Government would contribute 
to the re-establishment of the confidence which was neces- 
sary for the reconstruction of Russia, and would create a 
favourable atmosphere for such further negotiations as 
may be considered opportune. 

Another resolution was also passed by which the Govern- 
ments undertook not to support their nationals in nego- 
tiating for property which had originally belonged to other 
foreigners but had not been restored, and then the Con- 
ference ended. : 

Prima facie, the unsettled termination of the Conference 
does not appear satisfactory. But closer examination gives 
reasonable justification for a more optimistic view. At 
the time of writing the reply of the Soviet Government is 
not known. But Mr. Lloyd George, in his speech in the 
House of Commons on July 26, and in his answer to a 
Parliamentary question on the following day, made it 
clear that if the Russian Government accepts uncon- 
ditionally the propositions put to it by M. Litvinoff, the 
British Government will be prepared to assist British 
property owners and others to come to terms with the 
Soviet Government and to participate in the economic 
reconstruction of Russia, and that the Government credit 
facilities under the Export Credits Scheme and the Trade 
Facilities Act would be extended to Russia in due course ; 
further, too, if the Russian Government gives evidence, 
not merely by an undertaking or verbal guarantees, but by 
practical example, that it is loyally proceeding to carry 
these propositions into effect, diplomatic recognition would 
be accorded. Presumably a general treaty would then dis- 
pose of all outstanding questions between, at any rate, 
Great Britain and Russia. If the reply, therefore, is satis- 
factory it may be assumed that the long-drawn-out attempts 
to reach a satisfactory settlement of the outstanding prob- 
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lems between this country and Russia will at last 
approach as successful a conclusion as the circumstances 
permit. Even if, on the other hand, the Russian reply is 
dependent on conditions with regard to de jure recog- 
nition, a settlement, though it will take considerably 
longer to effect, might still be within reach. The funda- 
mental obstacle has always been, not so much the terms 
of payment of obligations as the actual recognition of 
liability. Some of the Bolshevist leaders have at last 
realised that it is futile to expect to secure confidence in 
honesty by offering to be honest for a sufficiently high 
bribe. It may be that the Russian contention that the 
right of Revolutionary Russia to repudiate liability for 
loans received by the Tzarist Government from French 
and British bankers and investors for the purpose of 
repressing revolutionary movements and of preparing for 
the European war can be supported by some philosophical 
arguments that may seem plausible to those who use them. 
It is useless, however, to expect foreign investors and 
Governments to accept this view when asked for further 
credits by those who claim to be the heirs and successors 
of the Tzarist Government. At long last it is to be hoped 
the Russian Government understands this. 

If, indeed, in any form the obligation to accept responsi- 
bility for debts and compensation is assumed by the 
Russian Government, then the main justification of a 
united diplomatic front against Russia disappears and pro- 
gress can best be obtained by individual agreements as and 
when each State feels disposed to recognise the Soviet 
Government. There may be some disadvantages in this 
course. There are no less certainly great difficulties and 
many disadvantages in a continuance of the attempt to 
secure that the pace of the 26 or more non-Russian nations 
should be set by the slowest. It can hardly be doubted 
that Italy, Czecho-Slovakia and others will soon follow the 
example of Germany and Poland and make separate 
treaties with Russia. So far as Great Britain is concerned, 
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although it will be long before any large material results 
can be expected in the present condition of Russia, our 
industrial situation clearly requires that the obstacles to 
trade arising from the present unsettled juridical 
arrangements between this country and Russia should be 
removed as soon as possible. The moment that this 
country comes to terms with Russia it seems more than 
likely that, with two or three exceptions, the rest of Europe 
will follow suit. There is, indeed, more than ample room 
for the enterprise of all nations, as soon as confidence 
is restored, in the enormous task of helping to restore 
Russia, and there is no cause more necessary to the estab- 
lishment of peace and the recovery of European economic 
prosperity. 

If The Hague Conference has contributed to the estab- 
lishment of conditions under which the co-operation of all 
these nations is at last possible for purposes helpful to 
Russia and her sorely tried people, then it will mark a real 
turning point in European affairs. 





UNITED KINGDOM 


I. Current Po .itics 


HE great political questions of the summer have been 

questions of the world at large, and as such are dis- 
cussed elsewhere in this number. The aftermath of the 
Genoa Conference, with its inconclusive sequel at The 
Hague; the perennial problem of German reparations, 
which still awaits a final settlement; the Allied debts to 
this country, which have become part and parcel of the 
reparations problem, and the British debt to America, 
which by common consent must be discharged without 
any extraneous consideration at all; the financial crisis 
in Austria, to be followed beyond all doubt if things 
continue as they are at present by a similar crisis in 
Germany; the state of war in the Near East; even the 
deplorable condition of Ireland must be placed outside the 
normal range of domestic controversy. In these circum- 
stances the present article must deal mainly with the 
industrial disputes of the quarter, with a brief appreciation 
of the position of the Government, a note on the one 
domestic incident which has really troubled them within 
the period under review, and a short account of the Canadian 
cattle embargo controversy. 


Honours and the House of Lords 


The abuse of “ Honours ” as bait for wealthy partisans 
is an ancient grievance against Governments, and even 
against the Sovereigns who ruled before the days of respon- 
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sible Governments. There are precedents in history for 
the worst affairs in the List which traditionally celebrates 
the New Year and the King’s Birthday. Transactions 
which in the nature of things are both highly confidential 
and conducted by intermediaries admit of no accurate 
statistics. It stands to reason that the successful aspirant 
to a peerage or a baronetcy drops a cloak over the steps of 
his ladder, while the baffled climber is always hoping for 
another chance. Nevertheless the belief gained ground 
that Mr. Lloyd George was gradually outstripping the 
most flagrant of his predecessors in his special disregard 
of the convention which at least includes some overt public 
service in the claim to Royal recognition. For the last 
two or three years there has been increasing pressure for 
information about the party funds which the Prime 
Minister (a leader with no established body of followers) 
has at his disposal, and at the same time about the services 
rendered to the State by certain obscure recipients of 
honours. 

It so happens that a trifling concession granted in 
recent years by the Government—an undertaking to 
publish an official statement of services—has been the 
unexpected means of bringing this pressure to a head. 
The June Honours List included among its new peers a 
South African mining magnate in the person of Sir J. B. 
Robinson, and with singular carelessness gave as his 
formal claim the fact that he was chairman of the Robinson 
Bank. That bank, as every South African knows, had 
ceased to exist in 1905, while Sir J. B. Robinson had 
received his baronetcy in 1908, presumably in satisfaction 
of any services rendered before that date. Altogether the 
statement was a little too flagrant to pass muster. It 
became still more intolerable when Lord Harris, who felt 
it his duty to raise an unpleasant personal question in the 
House of Lords, quoted some strong remarks by the Chief 
Justice of South Africa with regard to certain financial 
dealings of Sir J. B. Robinson, while two former Governors- 

KKK 823 





United Kingdom 


General testified that the new peer had never to their 
knowledge rendered any national or imperial service what- 
ever. In the meantime it had been made perfectly clear 
by General Smuts that the present South African Govern- 
ment had not been consulted on the subject, and thus the 
bestowal of a peerage, sufficiently indefensible on other 
grounds, had become (not for the first time) a cause of 
offence to a British Dominion. There was no real need 
to probe this particular mystery further, for Sir J. B. 
Robinson himself put an end to the discussion by declining 
the peerage in a public and dignified letter. But this was 
by no means the only new peerage to be attacked, and the 
agitation over the general question had acquired a new 
momentum. The Government at first treated it as trivial, 
but was finally obliged to set aside a day for its discussion 
in the Commons; and the upshot of an acrimonious 
debate on July 17 was a pledge to appoint a Royal Com- 
mission forthwith to advise on future procedure in making 
recommendations to the King. 

In the previous week, on July 11, the Cabinet had 
announced its long-awaited scheme for the reform of the 
House of Lords—a subject by no means unconnected with 
the bestowal of hereditary peerages. The production of 
some scheme or other was a recognised obligation of the 
present session. The demand for it came strongly from 
a section of the Conservative party, which had never 
forgotten that the Parliament Act was avowedly the fulfil- 
ment of only half a policy. The demand was further 
reinforced by the pressure of those general critics of the 
Coalition who had no special interest in a reformed House 
of Lords, but saw every prospect of a hopeful schism in the 
Cabinet over the preparation of a definite Reform Bill. 
Whether either of these bodies can derive much satisfaction 
from the published resolutions is more than doubtful, for 
they carefully avoid the real objective of the reformers, 
while the Cabinet which drafted them is still intact. But 
at least in some sense Ministers have achieved their under- 
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taking, and it is fairly safe to predict that that will be the 
end of the present scheme so far as they are concerned. 
It has apparently been framed to suit every conceivable 
school of thought. ‘The Second Chamber which it con- 
templates is to be constituted partly by election from out- 
side, partly from a nucleus of hereditary peers, and partly 
by nomination. Its members are to hold their seats for a 
limited period, which can, however, be renewed. And they 
are to number in all approximately 350. So much for the 
composition of the House, which is to include also in its 
total (as heretofore) lords spiritual, law lords and peers of the 
Blood Royal. In the matter of powers on the other hand 
—which the reformers mutually regard as far more import- 
ant than personnel—the changes proposed are relatively 
insignificant. One grievance of the House of Lords is 
dealt with by Resolution IV, which gives it an equal share 
with the Commons, under the chairmanship of the Speaker, 
in deciding what is or is not a money bill. But the Parlia- 
ment Act is to stand—except, indeed, in so far as affects 
the constitution of this new Second Chamber, which is 
expressly removed from its operation. There is no 
attempt to undo the work of 1911, which substituted a 
temporary power of suspension for the old veto of the 
House of Lords. All that is proposed is to change the 
present House for a Chamber which is admittedly nebulous 
and artificial, and for which, moreover (to judge by the 
preliminary debates), there is neither demand nor respect. 
In the circumstances it seems hardly necessary to 
examine the resolutions in any great detail or to compare 
them with previous schemes of reform. It is just interest- 
ing to note that the suggested total of 350 was the number 
laid down by the Select Committee of the House of Lords 
which sat under Lord Rosebery’s chairmanship in 1907 
and 1908, and recommended a House of Lords to be chosen 
either ¢x officio or by election from among the hereditary 
peers, with a small addition of peers for life. It is also 
interesting that the new scheme is far less definite in its 
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reference to “ election from outside ” than was the laborious 
report of the Bryce Conference in 1918, which worked out 
a complete constitution for a Second Chamber, to be filled 
entirely by indirect election. There is room, indeed, in 
the present proposals for every experiment that has ever 
been suggested by reformers. What stultifies them is the 
attempt to combine so many experiments in a single 
scheme and then to make it practically unchangeable. 

The real truth about the House of Lords is that there is 
no great public movement for a change and no logical 
argument in favour of reform that does not take into account 
the whole question of Parliamentary devolution and the 
discussion of Imperial affairs. The present House has a 
far stronger position in the eyes of the British public than 
its limited powers involve. If it is to have an equally 
strong position in the eyes of the Empire overseas it is 
essential that there shall in future be no mistakes in the 
choice of new peers from the Dominions. If once the 
process of admission to the peerage could be reformed 
there is no reason why it should not provide by selection 
from its own ranks—say, to the accepted number of 350 
or thereabouts—a thoroughly efficient Second Chamber in 
accordance with tradition. What is quite certain is that 
no House of Commons is going to establish a House with 
powers that rival its own. It may be more rational to 
entrust such powers to an elaborate Senate composed of 
ex-Governors and Chairmen of County Councils; but it 
is certainly not more popular, and a Second Chamber of 
that type would unquestionably lose much of the moral 
authority which is implicit, however irrationally, in the 
hereditary system. 


The Position of the Government 


The reform of the House of Lords has always been put 
forward as one of those great outstanding commit- 
ments which required the perpetuation of the present 
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Government. Yet the production of its scheme has not 
affected the Coalition in the slightest degree, for better or 
for worse, and it is safe to say that it would make no 
difference to their fortunes whether the reform resolutions 
are hammered into an Act or decently interred to-morrow. 
How, then, does the Government stand and what is its 
probable course in the remaining year of its legal existence ? 
Beyond all doubt, during the last quarter, certainly during 
the first part of it, it continued to grow steadily more 
unpopular in the country. Far from contributing anything 
to avert that process, events seemed specially designed to 
hasten it. Mr. Lloyd George through no fault of his own 
was denied a triumphant return from Genoa. For months 
confusion worse confounded seemed to be the only result 
of the Government’s Irish policy, and the pact between the 
Provisional Government and the anti-Treaty party tended 
to confirm the growing conviction that in Ireland itself 
there was no intention of keeping the terms of the Treaty. 
A long series of murders and outrages finally culminated 
in the abominable assassination of Sir Henry Wilson at the 
hands of two of his compatriots in the heart of London. 
There was certainly no credit for the Government in the 
Honours controversy ; at the moment it did perhaps more 
to shake the Prime Minister personally than any other 
count against his administration. Finally the lapse of time 
and the general growth of discontent have been having the 
effect which they always exercise on any Government 
towards the end of its term. If this were the whole story 
the outlook for the Coalition would seem gloomy indeed. 
But at the end of June in Ireland, where the prospect seemed 
blackest, the Government’s clouds began to lighten. The 
Irish elections made it overwhelmingly clear, in spite of 
every obstacle, that the people of Ireland were for the 
Treaty, and the Provisional Government at last broke with 
the Republicans and commenced to assert its authority by 
force of arms. 

At the present moment it seems likely that the Govern- 
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ment’s natural term of life will be reached, or at any rate 
as nearly reached as the Government itself may choose. 
Nothing remains, so far as can be foreseen, to provoke a 
sudden political crisis before the end of the year. Other 
things apart, there is in any case no Opposition strong 
enough to displace or to supersede them. In some respects 
indeed the prospects of the Opposition groups are even 
less hopeful than they seemed a little earlier in the year. 
The chance of effective common action between Labour 
and the dissentient Liberals may almost be ruled out of 
calculation after the very definite pronouncement on the 
subject made by the Annual Conference of the Labour 
party in July. Lord Grey of Fallodon, who was once the 
rising hope of an alternative Government, has relapsed into 
a rural seclusion which is rarely broken, and Mr. Asquith 
hardly counts for this purpose. Labour, taking its inde- 
pendent course, will always, of course, be a serious factor. 
It has lately won an important by-election against a minor 
member of the Government and will certainly suffer from 
no lack of organisation under the new Chairman of the 
party, Mr. Sidney Webb. But the Parliamentary leaders 
of Labour are in no great hurry to find themselves respon- 
sible for forming an administration, and the probability is 
that they look forward to a preliminary stage of holding 
the balance between a number of groups. A party that 
has made converts during the quarter under review is 
the “ Die-hard ” Conservatives, with a newly-elected leader 
in the person of Lord Salisbury ; but the “ Die-hards ” are 
even less likely than Labour to find allies in the present 
Opposition and can never hope to be sufficiently numerous 
to stand alone. 

The fact is that in most respects the general tendencies of 
the present Government—as far as domestic affairs are 
concerned they can hardly be called a policy—do sufficiently 
represent the views of the average man to make combined 
Opposition almost impossible. Political polemics of all 
sorts are at a discount, as ardent politicians lament—partly 
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because the strain of the war has made domestic politics 
less interesting than they were, partly because the task of 
reconstruction after the war keeps many good men from 
entering Parliament. It is not that they are apathetic, but 
that they are too much occupied with other things. In the 
circumstances the Coalition, which in the nature of things 
is limited to middle courses, manages to struggle along 
without rousing violent popular opposition to any particular 
measure. Everyone dislikes its twists and turns and 
compromises, but no one has yet succeeded in producing 
a programme which is different enough to divide the 
electorate against it. Moreover, everyone is beginning to 
realise that in some shape or other the next Government 
is bound to be a Coalition too. The popular theory for the 
moment is that the dissolution may now follow an early 
Budget in the Spring of next year, with such concessions 
in taxation as may seem expedient at the time. 


The Canadian Cattle Embargo 


There is another matter which, although it has not 
affected the Government’s position, has lately filled 
the columns of the Press. The Canadian cattle embargo 
has for some time been the subject of a vigorous campaign, 
and in view of the existence of a certain amount of mis- 
conception, a few words of explanation may not be amiss. 
In the first place, the expression “‘ Canadian cattle embargo” 
is itself misleading, for not only Canadian cattle, but all 
cattle coming here from outside the British Islands, are 
equally affected. In the second place, such cattle are not 
actually kept out of this country. They must, however, 
as the law stands at present, except in a few specified cases, 
be immediately slaughtered on arrival. It is this that 
constitutes the embargo, and its effect is to prevent lean 
cattle—commonly called “stores ”»—from being brought 
over here from overseas and fattened for our market on 
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British farms. This law has been in existence for a con- 
siderable time, and its object, as its name shows, is the 
prevention of contagious disease. Before 1896, however, 
a discretion was left to the British authorities to allow 
cattle to come in from “ clean” countries, and until 1892 
the discretion was exercised in favour of Canada, but in 
that year the permission was withdrawn, as it had already 
been previously withdrawn from the United States after 
an outbreak of pleuro-pneumonia in 1879, and from a 
certain number of European countries which used to 
enjoy it. In 1896 the law now in force—the Diseases of 
Animals Act—which obliges all cattle, except animals 
intended for exhibition or certain special purposes, to be 
slaughtered on arrival, was passed. Attempts to get the 
law altered are not a thing of yesterday. They have been 
going on since the beginning of the century. 

There are, however, to-day certain new factors in the 
situation which did not exist before the war, and the health 
of Canadian cattle has continued uniformly good. In the 
first place, we have hitherto drawn a large number of cattle 
from Ireland—z50,000 to 600,000 a year was the figure 
quoted in the House of Commons. Ireland being part of 
the United Kingdom did not fall under the embargo law. 
Ireland, however, or at all events 26 counties of Ireland, 
is about to become a Dominion herself, and if the present 
arrangements are continued, she would have an advantage 
given to no other Dominion. For the purposes of a future 
war, there might be some advantages in keeping on the 
present system, but on the grounds of the prevention of 
disease, the legal basis of the embargo, Ireland’s bill of 
health is, according to a Royal Commission, not so satisfac- 
tory as that of Canada. The finding of this Royal Commis- 
sion is the second new factor. It was appointed in 1921 to 
go into the question of the removal of the embargo. It came 
to no decision about the effect of such removal for the pur- 
poses of a future war, or on the question of the protection 
of British cattle on other grounds than health. It con- 
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sidered these matters outside of its reference. But it pro- 
nounced in favour of the removal of the embargo under the 
terms of its reference. Lastly, and most important of all, 
during the war a question of honour was introduced into 
the question. 

In 1917 a pledge was given to the Canadian representa- 
tives at a meeting of the Imperial War Conference. As to 
the meaning of this pledge, there has been a difference of 
view, Lord Ernle, who gave it, claiming that he meant 
something less than the unconditional removal of the 
embargo. His words were, he said, intended to promise 
the removal of the slur cast on the healthiness of Canadian 
cattle. Space does not admit of our going into detail, but 
as far as the Canadian members of the Imperial Conference 
are concerned, we have it on the authority of the Duke of 
Devonshire, at that time Governor-General of Canada, 
that they went home satisfied that the existing embargo 
was to be done away with as soon as it conveniently could. 
On the British side the pledge has been recognised by the 
Prime Minister himself, though the Royal Commission 
to which reference is made above was appointed to go 
into the merits of the question. Lord Long, too, who 
presided at the 1917 meeting of the Imperial War 
Conference, is satisfied that a pledge was given to 
remove the embargo imposed on the score of danger of 
disease. 

Such is a brief outline of the earlier history of the 
controversy. During the quarter under review it has been 
vehemently continued. There have been debates in both 
Houses of Parliament, and the present position is that on 
July 24 the following motion by a private member was 
passed in the Commons by 247 votes to 171 :— 


That this House is of opinion that the time has arrived when the 
embargo on the importation of Canadian cattle should be removed. 


In the House of Lords two days later an amended resolu- 
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tion was carried, on the motion of Lord Long, to the 
following effect :— 


That this House accepts the conclusions of the Royal Commission 
that the Dominion of Canada is free from cattle plague, pleuro- 
pneumonia and foot-and-mouth disease, and is of opinion that steers 
from the Dominions might be admitted as store cattle to Great 
Britain, subject to precautions, by means of quarantine, being taken. 


It will be noticed that the latter resolution applies not 
only to Canadian cattle, but to cattle from the Dominions 
generally, and that quarantine precautions are proposed. 
With regard to the last point, fears have been expressed 
and evidence was given before the Royal Commission 
that a system of quarantine would be extremely expensive 
and so hamper the “ store” trade as to render the per- 
mission to import illusory. Lord Long, who had been in 
touch with their representatives, was, however, hopeful 
that the Canadians would accept this proposal, and possibly 
the necessary precautions can be taken before the cattle 
reach our shores. 

Space does not permit of a detailed examination of the 
pros and cons of this question. It is not, however, surprising 
if some confusion exists in the public mind. Basic princi- 
ples of all kinds have been invoked ; parties and groups have 
been hopelessly divided. An appeal has been made on 
the grounds of Free Trade by some of the opponents of 
the embargo, but the soul of the opposition to its removal 
in the Upper House has been as noted a Free Trader as 
Lord Crewe. ‘The removal has sometimes been advocated 
as a kind of Imperial Preference, but we find Mr. Asquith’s 
name among the “ Ayes ” in the House of Commons, and 
there were plenty of imperialist stalwarts in the opposite 
lobby. On the question of honour, men of unimpeachable 
integrity were found on both sides. One interesting 
feature of the debate in Parliament was the presentation of 
the case of the Southern Irish farmers by an Ulster member 
in default of representatives of their own. The Govern- 
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ment itself was as divided as every other body, and the 
Whips were taken off for the occasion on July 24. The 
chief advocate of the embargo, the Minister of Agriculture, 
found himself opposed by the Secretary for the Colonies. 
The Prime Minister, Mr. Fisher, Sir Hamar Greenwood 
and Sir Robert Horne, as well as Mr. Winston Churchill, 
all voted for the removal of the embargo, while Mr. Austen 
Chamberlain and one or two other members of the Govern- 
ment went with Sir A. Griffith-Boscawen into the other 
lobby. 

An adequate examination of the arguments used on 
either side is out of the question in a short sketch. On the 
one hand it was contended that, however good Canada’s 
bill of health, there is always a risk of disease creeping over 
here undetected among store cattle, especially with a 
3,000-mile land frontier between her and the United 
States ; that the import of Canadian cattle may adversely 
affect the purity and discourage the breeding of British 
and Irish stock; that in time of war the Canadian supply 
might be cut off and leave us with a shortage owing 
to such discouragement ; that the cattle sent would only 
take the place of home-grown beasts and not be an addition ; 
that once the United States open their market to Canadian 
“stores ” this supply would cease, and even in ordinary 
times the quantity would fluctuate. On the other side it 
is claimed that it will be to the Canadian Government’s 
interest to keep their cattle clean ; that they have succeeded 
in doing so hitherto, and that Ireland and Great Britain 
both have a worse bill of health than Canada at the present 
time ; that if the majority of farmers in England are for 
the embargo as well as those in poor countries like the 
Highlands, who themselves have stores to send out, 
agriculturists, especially in Scotland and the East of 
England, want stores, if only for the sake of the manure ; 
that at present there are not enough of them, and with a 
larger supply the area of cultivation would increase, which 
would mean a better supply of home-grown food against 
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the risk of war ; that a second string to Ireland, over which 
our control is no longer effective now that it is to be a 
Dominion, would be an advantage; that 200,000 odd 
cattle arriving here from Canada will not really discourage 
breeding at home ; that Ireland would in future send more 
fat cattle to England. The Commission thought, against 
the view of Sir Daniel Hall, that the removal of the embargo 
would mean more milk and cheaper meat, and it did not 
anticipate an uncertain or variable supply. 

The above is an incomplete outline, but it will suffice to 
show how much there is to be said for both sides of the 
question. Still, on many of the technical points we now 
have the decision of a Royal Commission. And if the case 
for exclusion on the grounds of health has broken down, 
Canadian cattle should certainly not still be kept out for 
ordinary “ protection” reasons under a law intended 
purely to exclude disease. 

But apart from the technical merits, there remains the 
question of our word—and of our word given at an Imperial 
Conference. We feel that the decision of Parliament 
was right. 


II. Tue Inpustriat S1TuATION 


INCE February of this year there has been a steady, 

though not a rapid, decrease in the number of unem- 
ployed workers in the United Kingdom. After remaining 
for some months near 2,000,000, the number had fallen by 
the end of June to 1,450,000.* But the revival of trade 
indicated by these figures has not only been relatively 
slight, it has also been only partial. One of the largest 
industries of the country, coal-mining, has sunk through 
every degree of adversity until there is scarcely a district 
in which coal miners can now earn a living wage. The 


* At the Conference of Allied Premiers on August 7 Mr. Lloyd George 
gave the number of unemployed as 1,400,000. 
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process of readjusting wages to economic conditions 
continues and must inevitably continue until the striking 
anomalies still to be found in wages rates in different 
industries and between different grades of workers have 
disappeared. Several millions of the population are still 
dependent on unemployment benefit and poor relief for 
subsistence, and until the rake’s progress ceases to be the 
true description of economic movements in Europe there 
seems to be no rational ground for expecting any material 
improvement in conditions in the United Kingdom. 
Meanwhile the workers with each successive change for 
the worse in wage conditions lose something of their power 
to resist the next ; there is, as always in times of marked 
depression, a steady falling-oft in trade union membership 
and a progressive diminution in the number of serious 
trade-disputes. Such, in a few sentences, is a summary 
of the present industrial situation. Some features of it 
require fuller treatment, but before we proceed to deal 
with them it may be well for the sake of continuity to record 
the termination of the engineering lock-out, an account of 
which occupied so much of this article in the last issue of 
Tue Rounp Taste.” 


The Engineering Lock-out 


The dispute in the engineering industry came to an end 
in the middle of June. It had been obvious for some time 
that the funds of the unions were being exhausted, and 
that the men could not maintain their resistance for long 
on the meagre strike pay to which they were reduced. The 
particular formula which in the end the unions accepted 
did not differ materially from those which they had pre- 
viously rejected, and in itself no one can pretend that it 
has any special value. The peace of the industry in the 
next year or two depends not on any form of words but on 
the interpretation of them by the two sides, and on the 


* Tue Rounp Taste, No. 47, June, 1922, p. 602. 
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spirit in which the agreement is worked. For the moment 
the men have gone back to the shops and are working well. 
After an almost complete cessation of production for three 
months there is much leeway to be made up, and for some 
months short time in engineering establishments is likely 
to be less frequent than it was before the lock-out. In 
these circumstances, with the men impoverished, further 
trouble is improbable at present, but it rests with the 
industry itself what the future will be. 

When the lock-out was terminated the engineering 
employers took steps to secure a reduction of wages. 
Engineering wages had not in 1920 risen to the fantastic 
heights attained in many other industries, but since then 
they have fallen correspondingly less and have remained 
above the general level of wages in skilled trades. On this 
account a further reduction had to come, and when the 
hipbuilding unions in April agreed to the withdrawal of 
16s. 6d. of the weekly flat-rate war bonus of 26s. 6d., it 
was inevitable that a similar cut should be made in marine 
engineering shops, and in consequence throughout the 
engineering industry. The engineering employers pro- 
posed to withdraw the 16s. 6d. in three equal monthly 
instalments beginning on August 1. The reduction has 
been rejected on a fractional ballot of the unions, but is 
being enforced, and is extremely unlikely to be actively 
resisted by the men. 


The Mining Industry 


Since the termination of the disastrous coal-mining 
dispute of last year the position of the mining industry has 
gone from bad to worse. Under the agreement then made 
the miners obtained a large share of any profits derived from 
the industry after the standard wages and the standard 
profit of 17 per cent. had been paid. They also obtained 
a guaranteed minimum wage of 20 per cent. above the 
1914 wage. The last twelve months have been one long 
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record of wage reductions under the agreement and of 
the sacrifice even of standard profits by the owners with the 
object of reviving the demand for coal. To a certain 
extent the policy has been successful. Some foreign 
markets have been regained. British coal has even been 
sold in countries such as India in greater quantities than 
in normal times, because local wages and railway rates have 
not fallen to the same extent as British prices. Owing to 
the shortage of German production and the deliveries 
required from Germany on reparations account, British 
coal is now finding a certain market in Germany. But in 
the present state of Europe, the outstanding fact is that 
the production of coal exceeds the demand, and this in itself 
sets a limit to the extent to which the reduction of British 
coal prices can restore the coal trade. As it is, wages in 
all districts except Yorkshire have fallen to the guaranteed 
minimum, that is, to approximately 6s. 9d. a day for hewers, 
and the average working week throughout the coal fields 
of Great Britain is very little over four days. In other 
words, the great majority of the 1,100,000 miners employed 
in this country are unable to earn a living wage at the 
present time. 

These were the facts with which the delegates of the 
Miners’ Federation were recently confronted at their 
annual congress at Blackpool. The president, Mr. Herbert 
Smith, and the secretary, Mr. Frank Hodges, were at some 
pains to defend the agreement made last year. It gave the 
miners a share in any prosperity which might accrue to the 
industry, and it gave them, too, what in present circum- 
stances was an invaluable safeguard, a minimum wage 
higher, if only a little higher, than the standard pre-war 
wage. ‘They were resolutely opposed to any action on the 
part of the men which would lead in the near future to a 
dispute with the owners. The present position was a 
misfortune for both sides, and it could not fairly be sug- 
gested that the sacrifices were all made by the men. As to 
any remedy, neither Mr. Smith nor Mr. Hodges had any 
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suggestion of importance to make. ‘There was a significant 
absence of advocacy of nationalisation. Mr. Hodges, 
indeed, hinted that he was glad nationalisation had not 
come about two years ago, since the present state of the 
industry, inevitable in any case, would then have been 
ascribed to the change of ownership. 

The Congress came to a vote on two resolutions which 
were important both in themselves and as indications of 
the state of mind of the delegates. ‘The first was a motion 
brought forward by delegates from South Wales that the 
Federation should affiliate itself to the Red or Communist 
Internationale. After a heated discussion, in which the 
Communist cry that capitalism must be destroyed was 
treated with contempt by several delegates, the motion was 
rejected by a large majority, only the South Wales delegates 
supporting it. The other resolution was proposed by the 
Lancashire miners and recommended that notice should be 
given in September to terminate the present wages agree- 
ment at the end of the year. Here again no support was 
found outside the district of origin. The Executive Com- 
mittee was authorised, however, to negotiate with the 
owners under the present agreement with a view to the 
framing of joint measures for ameliorating the position of 
the miners and of the industry generally. What will be 
the result of these negotiations is still uncertain. One 
proposal, which is known to have found some favour on 
both sides, is that output should be restricted with the 
object of keeping prices up at a point at which higher 
wages can be paid. If that course were followed, it is 
difficult to see that it could have any result except a setback 
to trade and the loss for the second time of markets which 
it is essential for the industry to retain. There is indeed 
no short-cut to prosperity in coal mining or in any other 
industry. As long as the economic condition of Europe 
and the world is such that the normal coal-producing 
capacity of Great Britain exceeds the demand for coal, 
unemployment amongst miners and low wages cannot be 
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avoided. It may be found possible by improved methods 
and better organisation to reduce charges other than wages 
and so to increase the available wages fund; but for the 
most part such improvements call for capital expenditure, 
and at a time when most collieries are losing money capital 
expenditure on a large scale is unlikely. It is certain that 
only disaster would follow any revolutionary change in the 
control of the coal-fields, suci: as nationalisation, and indeed 
there is every indication that this is recognised as clearly 


by the mass of the miners as by any other section of the 
community. 


The General Wages Level 


In all industries exposed to competition the tendency 
for wages to find their own level continues. The follow- 


ing table will serve to indicate the movement of wages since 
1914 in some of the most important British industries. 
The figures for coal-mining and the textile trades are 
expressed not as a weekly rate but by index numbers. 


1914 Dec. 31, 


Building Trades : 


Bricklayers 
Labourers 
Shipbuilding : 
Skilled men 
Labourers 
Engineering : 
Skilled men 
Labourers 
Agriculture : 


Coal-mining : 


40/7 
26/11 


41/4 


22/10 
38/11 
22/10 


17/- to 
18 /- 


100 


Textile Trades : 


Cotton .. 
Woollen. . 


100 
100 


1920 
100/10 
87/3 


101 /- 
70/- 


89/6 
70/9 
46/- to 
52/- 
250 to 
300 


271 
316 


1922 


86/9 
68/5 


75/- 
56/7 


73/6 
56/11 


31/-to 


44/6 


179 


205 


214 


1922 
72/- 
56/- 


58/6 
40/1 


s7f—* 
40/5* 


—_ 


120 


170 
190 


Feb. 28, June 30, Percentage in- 


crease Over IQI4. 


77% 
108% 


413% 
76% 


493% 

77% 
Average is less than 
Ioo per cent. above 
the 1914 rates. 


20% 


In all districts 
120 tO except Yorkshire 


70% 
90% 


* These rates will be in force only on October 1, after the reductions 


above referred to become effective. 
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These figures show the very substantial lowering of the 
wages level in these industries since 1920; and they show 
too that the unskilled man has been able to retain relatively 
more of what he gained during and just after the war than 
the skilled worker. 

The table does not include figures for the wages of 
railwaymen, which are regulated in accordance with a 
special agreement. Under the terms of settlement of the 
railway strike of 1919, railway wages were made to vary 
with the cost of living but in such a way that whatever the 
fall in the cost of living there should be no reduction in 
wages below a standard rate. This standard rate is ap- 
proximately 100 -per cent. above the 1914 rate. The 
Railway Act of 1921 so far perpetuates this settlement that 
it debars alterations in wages inconsistent therewith or in 
conditions of service except by agreement with the railway 
unions or by reference to wages boards. This provision is 
a part of the new organisation of the railway system which 
has been imposed by statute and with that organisation as 
a whole it must be given a fair trial. No one can pretend 
that the transport system of Great Britain, as it was left 
by the war, or as it exists to-day, is satisfactory ; at their 
present running cost there seems little prospect of the 
railways being able to carry freight as cheaply as the 
industrial position of the country demands. The railway 
wages agreement can clearly only be modified or abrogated 
by general consent, but it is well that it should be recognised 
that under it a minimum wage is guaranteed to railwaymen 
which is substantially higher than that which economic 
necessity has imposed on all the other great industries of 
the country. 

We have not included in the table any of the trades in 
which wages have been regulated by Trade Boards. Lord 
Cave’s Committee, which recently reported to the Govern- 
ment on the working of the Trade Boards Acts, found, as 
had been generally anticipated, that through the extension 
of the Trade Board principle in 1918 to unorganised trades, 
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whether or not there was any real evidence of “ sweating ” 
in them, minimum wages had been fixed for approximately 
3,000,000 workpeople, both unskilled and skilled, often 
with no regard to the power of a particular industry to pay 
the wage so imposed on it or to the rates current in other 
non-Trade Board industries for comparable work. In the 
absence of any generally accepted principle as a basis for 
such minimum wages, different and conflicting principles 
were adopted by different Boards. Rates for unskilled male 
workers were fixed varying from 44s. to 66s. a week and in 
several instances time-rates for skilled workers were fixed 
at over gos. a week. The Committee recommended a 
number of far-reaching amendments to the Acts, with the 
objects, inter alia, of restricting the appointment of Trade 
Boards to trades which are not only unorganised but in 
which unduly low rates of wages prevail, of limiting the 
power of Boards when appointed to fix a wide range of 
minima for different grades of workers, and of expediting 
the procedure to be followed before rates can be revised. 
The Minister of Labour has recently announced that pend- 


ing the drafting of an amending Act he proposes to adopt 
such of the Committee’s recommendations as can be applied 
by administrative action. In this way a further step has 
been taken towards the equalisation of the wages paid in 
different industries for similar work. The process is a slow 
one, but at least it continues. 


Government Measures 


While economic forces operate steadily and relent- 
lessly, the long paralysis of British industry has again 
directed attention to the possibility of Government 
measures for alleviating and diminishing unemployment. 
The economic sanitation of Europe, which must remain 
an essential preliminary of any complete industrial revival 
in the United Kingdom, is not within the province of this 
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article. ~The Government has just announced the appoint- 
ment of a Cabinet Committee to review the whole question 
of unemployment, its causes and possible remedies, and 
any new statement of Government policy must await the 
result of the Committee’s deliberations. In the meantime 
it may be worth while glancing at some of the measures 
now in operation. 

If we look first at measures of alleviation, there is the 
payment of unemployment benefit and of supplementary 
relief through the local guardians, forms of assistance to 
the unemployed which have come to be classed together 
under the comprehensive, if inapt, name of “ the dole.” 
It is not extravagant to say that without the dole a prolonged 
period of unemployment so severe as that which has been 
experienced in the United Kingdom in the last two years 
could not, as in fact it has, have passed without serious 
disturbance of any kind. The dole has been attacked on 
many grounds—on the grounds above all that the country 
cannot afford it and that it demoralises those who receive 
it. But the justification for the payment of the dole has 
been overwhelming. Unemployment has come not simply 
to the unemployable but as an epidemic to a considerable 
proportion of all the workers. It has come, too, when by 
the mass of the population it was least expected, as a bitter 
disillusionment to those who had thought that through 
the war they had conquered a new world. Financial 
stringency will compel public authorities gradually to 
reduce the scale of the dole, but so long as the country 
remains in the grip of an economic crisis such as that of 
the last two years, the relief of distress amongst its unem- 
ployed must continue to be an unavoidable charge on its 
revenues. The Government has recently agreed to reduce 
the period between successive terms of eligibility to 
unemployment benefit from five weeks to one—a reasonable 
amendment of the law—but with this exception there has 
been no recent alteration of importance in the amount or 
the conditions of the benefit. 
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Of the measures intended to diminish unemployment the 
most important have been those provided by the Trade 
Facilities Act—i.e., the export credits scheme and the 
Treasury guarantee of loans raised anywhere for capital 
undertakings intended to provide employment in the 
United Kingdom. Both of these have given valuable 
assistance, though relatively to the extent of the unem- 
ployment problem, it has been within narrow limits. It 
was announced some time ago that the export credits 
scheme would terminate in September of this year, but that 
decision has now been revised and the scheme is to continue 
in operation for another twelve months. The loan 
guarantee provisions of the Trade Facilities Act will, if 
not extended, lapse in November. Of the {25,000,000 to 
which in the first instance the guarantees given on the 
recommendation of the Advisory Committee were restricted 
over {6,000,000 remains untouched. By the terms of the 
Act and the instructions of the Treasury the Committee 
has hitherto felt compelled to limit its recommendations 
to enterprises in which there was little or no risk of the 
guarantee ever being called on. The only effect of the 
guarantee in such cases has been to enable money to be 
obtained at a lower rate of interest. Between investments 
which are almost gilt-edged and those which are purely 
a gamble there is a wide intermediate class, which include 
a certain speculative element of the kind that in normal 
times investors would readily enter into through the ordi- 
nary channels. It is a matter worth serious consideration 
whether Parliament should not be asked to extend the 
usefulness of the Trade Facilities Act Advisory Committee 
by prolonging its term and allowing it more freedom to 
recommend guarantees to undertakings which have a 
reasonable, even though not a certain, prospect of success. 
The Committee would itself, no doubt, from amongst the 
applications which it has already received be able to select 
a number falling within this category. 
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O those with long memories nothing is more remark- 
able than the intensity of the political spasms from 
which India periodically suffers. One such, in the Deccan, 
closed with the murder of Mr. Rand and Lieutenant 
Ayherst at Poona in 1897, and the subsequent conviction 
and imprisonment of the late Mr. Tilak, the stormy petrel 
of Indian politics. Another, which converted the whole 
of Maharashtra into an angry political camp and invaded 
every political, social and economic institution, terminated 
with the second imprisonment of Mr. Tilak in 1907. The 
third, which owed its origin to the partition of Bengal, 
and produced an extraordinary blaze of anarchical crime, 
was scotched by the modification of the partition in 1911, 
but persisted until the Local Government was able to deal 
with the revolutionaries under the special powers of the 
Defence of India Act. ‘The last was the non-co-operation 
movement launched by Mr. Gandhi. Each of these 
spasms has been marked by the same characteristics—its 
intensity, its revolutionary, not to say its anarchical 
character ; the suddenness with which it has subsided—at 
all events, temporarily—as soon as the principal protagonist 
or protagonists were deprived of the power to lead the 
agitation ; and the almost baffling apathy of the reaction 
period. 
So does political history in India repeat itself. It is 
difficult to identify the India of to-day with the country 
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which was racked by political strife from the inauguration 
of the non-co-operation movement at the special session of 
the National Congress at Calcutta in September, 1920, until 
it reached its apogee with the murder of twenty-three 
Indian constables by a non-co-operation mob at Chauri 
Chaura in the United Provinces in February of this year. 
All mass movements in India are largely influenced by social 
pressure. Whilst words of peace were always on Mr. 
Gandhi’s lips, acts of coercion were always manifested by 
his followers. The active manifestations of the non-co- 
operation movement were nearly always physical. The 
boycott of foreign cloth was enforced by the picketing of 
cloth shops, the seizure and burning of stocks in some cases, 
and the actual maltreatment of dealers in not afew. The 
hartals were powerfully enforced by terrorism. That 
pressure reached the height of the “ unseen terror ”—the 
term is that of an Indian Nationalist—established in 
Calcutta when the Prince of Wales landed in India ; it was 
expressed in the bloody Bombay riots. The temperance 
movement was maintained by picketing, in large part by 
hired bravos paid by the day. The National School move- 
ment was inaugurated by frightening children from 
Government schools before there was any alternative 
institution to carry on their instruction. The threat of 
civil disobedience hung over the country ; the community 
was kept on tenterhooks with the threat of a no-rent and 
no-tax campaign, which in the conditions of India, if in 
any degree successful, could only lead to a prolonged and 
violent conflict between the party of disobedience and the 
authorities, and destructive confusion. For nearly a year 
India was in a state of suspended revolution, punctuated 
by actual outbreaks of revolutionary activity in Malegaon 
and Malabar, in Bombay and Chauri Chaura. Over 
Northern India hung the menace of the fanatical racialism 
of the Sikh Akali movement in the Punjab, and the agrarian 
discontent which developed into the Aika agitation in the 
United Provinces. 
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All that has changed almost in a night. The hartal 
mania is extinct. Few speak of mass civil disobedience, 
except to denounce it as useless, dangerous and impractic- 
able. The militant Akali movement amongst the Sikhs, 
which was terrorising the Province and the adjacent terri- 
tories, has collapsed under the vigorous measures taken by 
the Government on the morrow of the departure of the 
Prince of Wales. The agrarian discontents in the United 
Provinces have been salved by a Rent Act. Liquor shops 
are no longer picketed, foreign cloth is sold in security, and 
the trade in it has markedly revived. Political agitation 
has suffered a severe eclipse and has fallen into hands 
commanding no considerable measure of public esteem. 
Men go about their business with their heads erect, and are 
making busy plans for the revival of industry and trade, 
which seems to be in sight. The abundant harvest of last 
year has reduced the cost of living, and the satisfactory 
progress of the present monsoon rains has confirmed confi- 
dence in the economic future. Over the greater part of 
India to-day there is something very near the political peace 
of stagnation. 

If we seek for the causes of this remarkable change, we 
find them, in the main, the expression of three factors. 
The Indian is not a politically-minded man, and India has 
no general political tradition. It passed from one autocracy 
to another, until it came under the British bureaucracy ; 
the remarkable band of Indian publicists who laid the 
foundations of Indian political growth in the early ’eighties, 
and who had a real flair for politics, has passed, leaving no 
successors. One painful consequence of this condition is 
that politically India can only learn by experience. Every 
acute political agitation has to spread and intensify, until 
it reaches the ultimate stage of active disorder, before 
public opinion will react to authority in suppressing it. 
Whilst the widespread arrests made in Bengal and the 
United Provinces in December and the following months 
produced a certain temporary surge in favour of the Non- 
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co-operation party, the movement had induced a state of 
oppression and disturbance which distilled its antidote in a 
reaction before the actual arrest of Mr. Gandhi. Here, 
too, we must always remember that in a country like India, 
where poverty is so general that if you ask a poor man how 
many there are in his family he will tell you how many 
“eaters ” there are, economic forces powerfully affect the 
political situation. ‘The economic forces which pressed so 
hardly on India were outlined in Tue Rounp Taste* for 
June ; by the beginning of the year the acute depression had 
passed. The second factor is that politically India, for all 
its nominal reverence for representative institutions, always 
thinks in terms of despotism. ‘The late Mr. Tilak was, in 
his palmy days, the autocrat of the Deccan, and brooked 
no other king of Brentford near his throne. Mr. Gandhi 
exercised the sublime autocracy which can only be associated 
with a very simple spirit. At the crisis in its affairs—the 
Ahmedabad Congress of 1921—the Congress, which its 
supporters maintain is the sole repository of Indian opinion, 
vested him with the full powers of a dictatorship. More 
recently, beset with criticisms of the khaddar (hand- 
spinning) campaign, the Congress Committee could find no 
other solution than to give plenary powers to a Marwari 
from the Central Provinces and a hundred thousand pounds 
to spend. Whilst this spirit of despotism gives Indian 
politics an extraordinary directness and nominal solidarity 
whilst it lasts, it necessarily connotes an unprecedented 
collapse when the despot is deprived of his powers. Whilst 
for the time Mr. Gandhi’s tremendous popularity carried 
all before it, Provinces with a long political tradition, like 
Bengal and Maharashtra, were never easy under his control ; 
they have taken the first opportunity of declaring their 
virtual independence in politics. Thirdly, the East must 
have a Government—however constituted—which will 
govern. The special difficulty of the British administra- 
tion is that if it desires the support of public opinion, it must 
* Tue Rounp Taste, No. 47, June, 1922, p. 615. 
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in time of political excitement wait until the community 
is aroused before striking. The Governments in India 
waited long and patiently, but when they struck they hit 
hard, and did not hesitate to cut down the tallest poppies. 
The result is a paralysis so dramatic that those unacquainted 
with the history of Indian politics cannot understand it. 

During this lull—for no one believes that it is much more 
than a lull—men of all shades of opinion are casting their 
thoughts into the future. What is to be the action of the 
most dynamic element in Indian politics—the Extremists, 
by whatever name they are called—and what is to be the 
course furrowed by the Government of India ? 

The most vocal element in India to-day is the Congress 
party. The Government of India, and the Provincial 
Governments for the most part, between the sessions of the 
Legislatures go into Secretariat cold storage. ‘There is no 
campaign of Ministers to keep the country in touch with 
their thoughts, actions and policies ; there is no Ministerial 
Press ; the people see very little of what Government are 
doing beyond a routine administration which is chiefly 
associated with higher taxation, and know nothing what- 
soever of what they are thinking. Lord Reading is to 
inaugurate the next session of the Imperial Legislatures in 
September ; but meantime Government is, in Sam Weller’s 
phrase, dumb as a drum with a hole in it. The members 
of the Legislatures, where they are not busy on the in- 
numerable committees which are perambulating India, 
show no anxiety to meet their constituents and educate 
them in the work of the Councils, yet they must educate 
the voters or perish politically at the next elections. The 
non-co-operators, certainly as reflected in the proceedings 
of the National Congress, are even more sorely perplexed. 

Before he passed into a confinement which has been 
made as easy as conditions permit, Mr. Gandhi left his 
followers a political testament embodied in what is called 
the Bardoli programme. This programme was framed 
when, appalled by the lessons of the tragedy of Chauri 
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Chaura, he abandoned the mass civil disobedience which 
was to have been launched at Bardoli. The principal 
heads in that programme may be thus summarised: To 
enlist ten million Congress members; to popularise the 
spinning wheel and organise the manufacture of hand-spun 
and hand-woven khaddar (coarse cloth); to organise 
national schools ; to organise the depressed classes for a 
better life ; to organise the temperance campaign amongst 
the people; to organise village and town punchayets 
(councils of elders for the settlement of disputes); and 
to promote unity. But so evanescent is the support of 
the Indian democracy that Mr. Gandhi, the dictator of 
December, had to submit to the rude overhauling of this 
programme at a meeting of the All-India Congress Com- 
mittee at Delhi towards the end of February. A good deal 
of secrecy marked the proceedings at Delhi, but it is under- 
stood that, against the wishes of Mr. Gandhi, the right 
of individual civil disobedience was claimed and con- 
ceded, as well as the independence of the Provincial 
Congress Committees. However, as lip service was paid 
to the Bardoli programme, we may pause to consider what 
progress has been made withit. The Indian Soctal Reformer, 
in a recent issue, declared that temperance propaganda, as 
required by the Bardoli-Delhi programme, has made little 
headway; the Andhra Khaddar, so much advertised, is 
said to be largely woven of mill, if not foreign, yarn; the 
Congress party itself is divided keenly as regards the 
wisdom and efficacy of persisting in non-co-operation, 
which has been rendered practically obsolete by the march 
of events. That opinion is valuable, because the editor 
of Ihe Indtan Social Reformer, one of the highest-minded 
Indian publicists, is that terrible individual, the candid 
friend. He was the severest critic of Mr. Gandhi’s non- 
co-operation panacea; he is a recent adherent to the 
Congress, and one of Mr. Gandhi’s most devoted present 
worshippers. We can judge of the force of the National 
School movement from the experience of Surat. This 
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district, and in particular the Bardoli taluka, was delibe- 
rately selected fer the inauguration of the mass civil 
disobedience movement, because it had advanced farther 
than any other part of India along the preparatory path. 
The district magistrate recently declared in a public speech 
that fifty-three National schools have been closed in the 
last few months, and not a week passes without additions 
to the list of deceased schools of this type. Only last 
week that at Bardoli, the headquarters of the taluka which 
was to give the lead to the whole of India, was finally 
closed after leading a moribund and struggling existence 
for some months. As for the campaign against untouch- 
ability, long before Mr. Gandhi turned his attention to 
this issue there was a band of devoted workers amongst 
the depressed classes, organised in the Depressed Classes 
Mission. Last week the principal missioner in this 
organisation, a man who has given his life to the work, 
publicly complained of the futility of the measures so far 
taken to remove the curse of untouchability. “ It has now 
become the fashion at every political and social gathering 
to pass resolutions which ended in nothing but smoke. 
Mere lip service was even worse than an insult.” 

In this atmosphere of depressed stagnation the All-India 
Congress Committee and the Central Khilafat Committee 
met at Lucknow in the first week of June to consider their 
line of action. Shorn of their popular glories as these 
bodies are, they still represent the only active political 
organisms in the country. Both expressed their adherence 
to the principle of civil disobedience. A rigid secrecy, 
which evoked the most unpleasant comment from their 
supporters, marked the proceedings of both bodies, but in 
the published reports the Khilafat Committee declared 
that it “is of opinion that civil disobedience is eventually 
unavoidable”; and the Congress Committee “ that civil 
disobedience will have to be undertaken to enable the 
country to enforce its demands.” But there is no secrecy 
in India, and from the pages of non-co-operation news- 
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papers it is possible to glean the inner history of these 
discussions. Very strong differences of opinion were 
manifested, and the committee, in the terms of one zealous 
non-co-operationist, weakly yielded to a few restless spirits 
in the country that clamour for the revival of not merely 
individual civil disobedience, but of mass civil disobedience. 
It has been acidly remarked that in this difficulty the 
Congress Committee faithfully imitated the action of all 
Governments—it appointed a committee. This com- 
mittee has begun to tour the country under the presidency 
of Hakim Ajmal Khan of Delhi, a respectable but unin- 
spiring personage driven into political outlawry by resent- 
ment against the treatment of Turkey, for the purpose of 
ascertaining what is the opinion of the Provinces, and it is 
conducting its proceedings in camera, a procedure which 
has provoked further acrid comment. The Indian Social 
Reformer declares that “ if the inquiry committee does its 
duty faithfully, as we have no doubt it will, there can be 
no doubt as to what its conclusions will be.” Nobody 
treats this threat of civil disobedience seriously—unless 
there arises in the interval some issue of general concern 
which will inflame the country against the Government. 
It will not be attempted ; or, if it is attempted, it will 
result in a dismal fiasco. 


Il. Tue Non-Co-operaTIONISTS AND THE COMING 
ELECTIONS 


NDERNEATH all the hot-air talk of civil disobedience, 
either individual or mass, behind all the deference 
paid to outworn shibboleths because men have not the 
moral courage to discard them or the resolution to tear 
down their moth-eaten banners, there is only one real 
issue before the advanced Indian politician—whether or 
not to seek entry to the Legislatures on the first oppor- 
tunity. It has gradually dawned on the extremist politician 
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that the greatest tactical blunder Mr. Gandhi committed, 
and one which stamps him as lacking in /e sens de la politique, 
was his boycott of the Councils at the first elections. In 
the then excited condition of the country the Non-co- 
operation party could have attained a success at 
the polls which would have placed them in command 
of the Legislatures. They could have utilised this power 
either to mould policy according to their ideas, or to wreck 
the Reform Scheme altogether by pursuing an intransigent 
attitude; in either case their action would have been 
infinitely more effective than a nihilism which did not 
prevent the Councils from being manned by substantial 
men, Ministers from being chosen from amongst the 
ablest publicists in the country, and the Councils them- 
selves from doing a large amount of constructive work and 
establishing a valuable constitutional tradition. The 
experience has been hardest on those men who, having 
some experience of Indian politics, sulked in their tents 
because the Reforms did not give all they asked. They have 
found the power and influence which could have belonged 
to them pass to the new men who had the courage to enter 
the Councils. The non-co-operator will not touch them with 
a barge pole, and they have passed into the political obscu- 
rity of Adullamites. The extremist finds himself beating 
the air, when in the Councils he feels he might have beaten 
the Government to some purpose. This feeling is strongest 
in the Maratha country, which has a political tradition and 
is faithful to the Tilak plan of campaign of embarrassing, 
not only Government, but every political and social 
institution which stands in the way. In what claims to be 
an expression of the views of the extremists of the Deccan 
there is this revealing passage : “ It is becoming increasingly 
evident day by day that one little act of non-co-operation 
within the Council chamber will further the cause of the 
Congress far more effectively ... than hundreds of 
meetings outside it.” At the next elections, in 1923-24, 
the extremist politician all over India will seek entry 
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into the Councils, and will succeed in many of the 
constituencies. 

Then there arises the pertinent issue: In what spirit 
will entry to the Councils be sought ? What tactics will be 
pursued by the extremists who gain admission? If we 
are to judge from their published views, the extremists will 
enter the Councils only to wreck them. Quoting again 
from this semi-authoritative expression of extreme Deccan 
politics, the attitude is thus defined :— 


In my judgment, the time is come for either mending or ending 
the Councils. As there is no reasonable prospect of getting them 
mended on satisfactory lines in the near future at the hands of the 
British Parliament, the only course open to the Congress is to 
wreck them. The Councils form and constitute the greatest rival 
to the Indian National Congress ; and unless and until their prestige 
and glamour are directly and substantially damaged and impaired, 
the Congress would not be able to leave its permanent impress 
upon public mind and imagination. 

To swamp the Councils and to follow there the methods of 
obstructive non-co-operation will throw open to non-co-operators 
new fields for fighting the bureaucracy with its own weapons, will 
school the electorates in the arts of civil and constitutional dis- 
obedience, and will embolden them to embark upon a policy of 
non-payment of taxes with a view to secure the desired object. 


These are prav ’orts, but they need to be taken with 
more than the usual grain of salt. They emanate from 
men who, having boycotted the Councils, have now to 
make public confession of their error. It is an appeal to 
constituencies debauched and demoralised by extravagant 
abuse in the non-co-operation campaign. The country is 
weary of nihilism, and is intensely anxious to get things done. 
There is solid ground for the belief that, whatever may be 
said on the hustings, the extremist will think several times 
before committing himself to the sterility of mere obstruc- 
tion in the Councils. And if he does, the Non-Brahmans 
who control the administration in Madras, and the Marathas 
and Lingayats of the Bombay Presidency, with the represen- 
tatives of the special constituencies, will not docilely bow 
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their heads in the House of Obstruction. The view of the 
wiser heads in the Congress Party was admirably expressed 


by The Indian Social Reformer :— 


What we want to urge here is that “ since the fireworks of non- 
co-operation have been laid aside,” what objection is there to lay 
aside the most blazing of them—the abstention from entering the 
Legislative Councils? We are not speaking of entering them with 
the set purpose of obstruction. The Councils can find means of 
dealing with deliberate and unprincipled obstruction at the cost of 
the country’s time and resources. More than that, every act of 
ours has a subjective result generally far more serious than any 
objective one that it may or may not have. The subjective reaction 
of obstruction is detrimental to the capacity for high endeavour at 
all times. The morale of the obstructor for obstruction’s sake is 
sure to be ruined whether or no his obstruction leads to any other 
result .. . We say that Congressmen should go into the Councils 
and work there as well as outside to advance the Bardoli programme, 
which is the only programme before them. 


Taking the longest view we can of Indian politics, and 
surveying the field during a lull in political activities so 
complete that many cannot understand it, though it is no 


new feature in our recent history, we may assume that 
though there may be some revival of civil disobedience, the 
real issue between the Government and the forces of 
extremism will be transferred from the platform to the 
Legislatures after the next elections. 


India. July 20, 1922. 





CANADA 


I. Current Po .itics 


ARLIAMENT has been prorogued, not to meet again 
until January; and though intelligent observers have 
described Canadians as a politically-minded people, a 
seasonal listlessness of interest in politics invariably follows 
the retirement of the parliamentary forces to summer 
quarters. Canada’s domestic problems are so pressing, and 
her external relations and responsibilities are still felt to be 
so restricted, that when policy has been defined by Parlia- 
ment there is little in Ministerial administration during 
recesses to arouse very intense interest, unless unlooked-for 
circumstances arise which intimately and urgently concern 
the public. This is not to say that there is not a great deal 
of private thought and personal discussion ; but the sus- 
tained concentration of national intelligence upon political 
problems, especially foreign ones, which is possible in other 
countries, is extremely difficult in Canada, by reason of 
conditions which often have a similar result in the United 
States. Isolation, extent of territory, dispersion of popula- 
tion, diversity and sometimes antagonism of sectional 
interest, are formidable obstacles to the formation of public 
opinion. Parliament at least reduces these obstacles. Hence 
a greater general interest in politics while it is sitting. 
The Government has survived its first session, not by 
reason of its own strength or through any widespread 
enthusiasm for its policy, but because at the moment no 
other party or group is able to take its place. In fact, on 
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the only occasion when its existence was really endangered, 
when its Budget proposals were carried by a majority of 
only eighteen, there is said to have been apprehension among 
the Conservatives and Progressives as to whether a sufficient 
number of the latter would vote with the Government to 
sustain it. A Government regularly supported by only a 
minority will attempt no forays. But the present one, in 
addition, is deficient in qualities of leadership and the arts 
of persuasion. With the confusion of political opinion, the 
existence of groups, the uncertainty of party allegiance, and 
the urgency of national problems, there never was a House 
which presented such opportunity as the present one does 
for the influence of character and candid advocacy. This 
opportunity the Government did not seize. Several major 
Government measures, including the financial proposals, 
were radically altered after introduction; and their final 
form was often the result of manceuvre and “ log-rolling ” 
engaged in by parties, groups and interests in the House or 
its committees, and sometimes even outside both. 

The chief problems dealt with by Parliament were 
economic ones, and at present these are of vital importance. 
They may be classified under the three heads of national 
finance, freight rates, and wheat marketing. 

As was prophesied in the last number of Tue Rounp 
Tas e,* the Budget contained no surprises, and, though its 
principles were criticised, its general provisions were not 
really opposed. The Conservatives denounced the Govern- 
ment for a complete repudiation of its pre-election promise 
to revise the tariff in general downwards, and to wipe out 
duties on specified articles of common use. Certainly no 
attempt was made to do this in the Budget, nor is a Govern- 
ment of which Sir Lomer Gouin is a member likely to make 
any such attempt ; so while Mr. Meighen might, and did, 
complain of the Government’s duplicity, he could not, and, 
except in details, did not, complain of its measures, which 
largely continue his own policy. In fact, his suggestions 


* Tue Rounp Taste, No. 47, June, 1922, p. 646. 
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were practically all adopted by the Government, and if the 
principle of protection is, as the Progressives have claimed, 
a national issue, Mr. Meighen and his followers should be 
united with Sir Lomer Gouin and those—the great majority 
of the Liberals—who think as he does, instead of being 
opposed to them. Far from contemptible prophets insist 
that this union will soon be effected ; meanwhile, the Con- 
servatives have to be satisfied with a reputation for consist- 
ency. That of the Progressives has been preserved by the 
fact that they are not responsible for finding ways and means 
of raising revenue, though had they been in office they 
might have given some earnest of their intention pro- 
gressively to reduce the tariff. They received not the 
slightest indication that this is the intention of the vast 
majority of the Liberals. The cynic may take his own view 
of the value of party platforms; anyway, he will be pro- 
foundly convinced that they are inexpedient. 

The Budget provisions involved no radical changes. A 
slight reduction of the general tariff on agricultural imple- 
ments and a 2% per cent. increase of the British preference 
on some other articles is a mild and unsatisfying sop for 
advocates of tariff reductior. Increased taxes on cigars, 
cigarettes and tobacco will doubtless produce additional 
revenue, though they may restrict sales ; the increase of the 
general sales tax is counted upon for a profitable return, but 
it can hardly help towards a reduced cost of living. The 
increase of the stamp tax on cheques from 2 cents on each 
cheque to 2 cents on every $50 up to $5,000 and the I per 
cent. tax on banknote circulation should produce sub- 
stantial sums. In the last number of Tue Rounp Tasie* 
it was pointed out that we have probably nearly reached the 
limit of taxable capacity. This year’s increase of taxation 
will be a burden, but the declaration of the Minister of 
Finance that we must pay our way as far as we can received 
general support; even yet he may have to do further 
borrowing. 

* Tue Rounp Taste, No. 47, June, 1922, p. 647. 
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The fixation of railway freight rates always presents a 
problem of great complexity, and in a country of vast dis- 
tances like Canada, where transportation costs are so large 
a factor in ultimate prices, excessive rates may strangle 
trade. There has been almost universal claim by business 
that the present rates are so high as very greatly to retard 
recovery, but the heavy deficits on the nationally-owned 
railways have caused timidity about the result of any exten- 
sive general reduction. Rates have for twenty years been 
under the unfettered control of the Board of Railway Com- 
missioners, but when, in 1918, the increases under the 
McAdoo schedule of railway wages became effective in the 
United States and were inevitably followed immediately in 
Canada, the Board found its power to increase rates 
restricted by the existence of the Crow’s Nest Pass Agree- 
ment. This is a statutory agreement made with the 
Canadian Pacific Railway in 1897, whereby, in consideration 
of a Government subsidy, rates on “ basic commodities ”— 
grain, potatoes, fertilisers, forest products, iron products, 
and building materials—were never to be higher in the West 
than a specified scale. The Government, by Order in 
Council under the War Measures Act (the Canadian 
D.O.R.A.), then suspended the agreement, and the Board 
ordered substantial general increases of rates during 1918 
and again in 1919, when the suspension was statutorily con- 
tinued for a period of three years, expiring on July 6 of the 
present year. In 1921 there were two general reductions 
ordered, the first of § per cent. and the second of Io per 
cent.; but, as has been said, there has been a wide demand 
for further reduction. This demand has been specially 
insistent from the West, where prices of agricultural 
products have fallen heavily by reason both of deflation and 
the closing of the American market through the increased 
tariff on those products. The West, therefore, opposed any 
further suspension of the agreement; but the Canadian 
Pacific claimed that its revival would mean a reduction of 
$14,000,000 in earnings, of which sum $7,000,000 would be 
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attributable to the reduced rates on grain. The situation 
was further complicated because concessions to the West 
would involve some to the East, with a further reduction of 
railway earnings and a possible increase of deficits on the 
nationally-owned properties. The Government referred to 
a committee the question whether the agreement should, 
from and after July 6 of the present year, be abrogated, 
altered, suspended or revived ; and though the committee 
provided a forum for airing Western claims and railway 
fears, its proceedings were really a diaphanous curtain hung 
before the real drama : a contest between the West and the 
Canadian Pacific for the Government’s soul—or its body, 
if Governments want souls—in which the Western members 
threatened Parliamentary obstruction to force the Govern- 
ment to adopt closure if it desired to support the railway’s 
position. The result was a compromise: the suspension 
of the agreement is continued for a year, with the exception 
of the rates on grain, which are the chief interest of the West 
in the matter. The Western members have gone home 
satisfied with this result, and as their position is said to 
have been supported by some Liberals rumours have been 
revived that the junction of Liberals and Progressives, 
which failed to materialise last December, may again be 
attempted. What Sir Lomer Gouin thinks of this possi- 
bility is another story. He is reputed to hold in his hands 
the political lives of a number of Liberals greater than any 
accession the Progressives could bring, and if he withheld 
them the rump of the Liberals might find they had gained 
nothing by the exchange. ‘The Progressives, if they desire 
an alliance, may find that they must jettison their political 
profession of faith and accept Sir Lomer Gouin’s terms. 
Nous verrons. 

On the fulfilment of their demands for the nationalisation 
or the grain trade the Progressives cannot honestly con- 
gratulate themselves. In 1919 there was established by 
Order in Council, under the then still existent War 
Measures Act, a Board which had compulsory power to 
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take, hold and market the entire Canadian wheat crop of 
that year. The Board fixed an initial sum per bushel, 
which was paid on delivery to every producer who trans- 
ferred wheat to its agents, and issued participation certifi- 
cates entitling him to his proportion of the balance of the 
total return from sales, after the initial payments and the 
cost of administration had been deducted. Chiefly owing 
to the ability of its chairman, the Board worked entirely to 
the satisfaction of the producers. As a result of the dis- 
location of the war period, foreign demand for wheat was 
heavy and its price high; and, by reason of its financial 
power to withhold or sell as the market fluctuated, the 
Board was able to make satisfactory bargains and to pay 
substantial amounts on the participation certificates. This 
power of the Board, which is not possessed by individual 
producers, was the real basis of the demand for its re-estab- 
lishment. The Western wheat harvest comes in August, 
and the producers’ financial obligations fall due on No- 
vember 1. To meet these obligations the producers claim 
that they are forced to throw their wheat on the market 
during the intervening period irrespective of the prevailing 
price, and thereby to glut the one and depress the other, 
and that subsequent higher prices are paid by the con- 
sumers for the advantage of speculating middlemen. In 
1920 the Board was not re-established, and the sale and 
distribution of wheat returned to the hands of the grain 
trade. In 1921, when prices of agricultural products had 
begun to decline, there were some requests for its re-estab- 
lishment, but they were not acceded to by the Govern- 
ment; however, the continued decline of these prices— 
partially, at least, due to the new American tarifi—provoked 
fairly unanimous Western demand for re-establishment of 
the Board. The constitutional power of Parliament now 
to establish a Board with the compulsory powers possessed 
by that of 1919—powers which might, had they been then 
challenged, have been defended as being exercised under 
war legislation—was denied by the law officers of the 
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Crown, who, however, advised that Parliament could create 
a Board with compulsory powers in matters within 
Dominion jurisdiction, and that Provincial legislatures 
desiring to do so could endow it with compulsory powers 
over property within their territorial jurisdictions. The 
present result is that Parliament has provided for the 
creation of a Board which is enabled to commence opera- 
tions if and when any two Provinces confer on it powers, 
without which it cannot effectively act at all. But the 
former Board was effective, apart from the factors of a 
heavy demand and a skilful—not to say lucky—forecast of 
a rising market during its operations, because it had com- 
plete control over the total Western product and was 
backed by the credit of the Dominion. It appears probable 
that the present one, if it is created, can secure control only 
over the crops of two of the three great wheat-growing 
provinces—Alberta and Saskatchewan ; for the Manitoban 
legislature has been dissolved, a new one will not be elected 
till mid-July, and it could hardly meet before the crop has 
commenced to move. So that it is doubtful whether, even 
if the requisite powers are conferred on the Board by the 
legislatures of Alberta and Saskatchewan, it could act with 
the Manitoba crop subject to the ordinary methods of 
trading, since success depends on there being no extraneous 
trading which could interfere with the Board’s control of 
the market. It is also questionable whether the provinces 
will be able and willing to finance the Board’s operations. 
The financial responsibility rests upon them ; their com- 
mand of credit is obviously not equal to that of the 
Dominion ; and the advances required will be very large. 
It is therefore possible that this effort to nationalise the 
marketing of wheat will be still-born. Perhaps a voluntary 
co-operative pool founded on mutual contracts of producers, 
like that of the Californian fruit-growers, may prove to be 
the best solution of a difficult problem. 





Canada 


II. Derence 


N Canada, as elsewhere, the expenditure on national 

defence has lately been the subject of criticism, with the 
result that the appropriations just made are, notwith- 
standing the depreciation of the unit of currency to two- 
thirds of its pre-war value, actually less than those made in 
the spring of 1914. As introduced, they slightly exceeded 
the last pre-war appropriations, but they were cut down in 
the House of Commons. 

Immediately upon the organisation of his Cabinet last 
December, the Prime Minister announced that he proposed 
to amalgamate all the defence departments into one 
Ministry of National Defence, and a Bill for this purpose 
(the National Defence Act) was among the earliest of the 
measures introduced into the House of Commons. This 
Bill was in charge of Mr. George P. Graham, who, in 
anticipation of the amalgamation, had been entrusted with 
the three portfolios of the Naval Service, Militia and Air. 
It suffered a good deal of change in its passage, particularly 
in the Senate, which inserted a provision by which the Act 
is to come into force only upon proclamation, but it will 
not, when proclaimed, make any very radical change, nor 
would it have done so if it had been passed in the form in 
which it was introduced. The Act does not, and was never 
intended to, alter the pre-existing statutory provisions of 
the Naval Service Act, the Militia Act, and the Air Board 
Act, which authorise the establishment and provide for the 
organisation, discipline and command of the sea, land and 
air forces respectively, so that the amalgamation is of 
administrative rather than of military significance. Its 
necessary effect is, in fact, almost limited to the substitution 
of one for a possible three political heads for the depart- 
ments affected. 

Of these departments, that of Militia and Defence was, 


as its name indicates, originally charged with the defence of 
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Canada generally. The Department of the Naval Service 
was established only in 1907, and it was not until 1919 that 
the Air Board was constituted. During the war Canada 
had no Air Force. Recruitment was authorised and carried 
on in Canada by both the Royal Flying Corps and the Royal 
Naval Air Service, and later by the Royal Air Force. More 
than 13,000 Canadians of all ranks entered the air service 
in this way, but until the armistice there was no statutory 
provision for the regulation, as distinguished from the 
prohibition, of aviation. No Air Force had been estab- 
lished and no department had been given any jurisdiction 
to oversee or conduct aerial activities. At the time of the 
change of Government last December, the Air Board was 
therefore the youngest of the departments, but during its 
short existence it had put into force and effectively adminis- 
tered regulations for the control of private and commercial 
aviation, had organised a non-professional Air Force with a 
substantial establishment, and in most of the provinces had 
undertaken civil air operations, chiefly for surveying and 
forest patrol duties. The total appropriation for its work 
during 1921-22 was $1,650,000, divided almost equally 
between air force and civil purposes. The Department of 
the Naval Service, the next junior of the three concerned, 
had in that financial year an appropriation of $2,500,000, 
out of which, in addition to performing certain survey 
duties, it maintained the cruiser Aurora, two destroyers and 
two submarines, provided for the Royal Canadian Naval 
College at Esquimault, operated some fishery protection 
vessels, and trained the officers and men of the Royal 
Canadian Volunteer Naval Reserve. The appropriation for 
the Department of Militia and Defence, which alone of the 
three dates back to Confederation, was $12,563,000, more 
than three times as much as was allotted to the other two 
departments together. Of this amount about half was 
applicable to the maintenance of the staffs and the per- 
manent force, and about a fifth to the non-permanent 
militia. Out of the remainder provision was made for the 
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Royal Military College ($350,000), for the operation of the 
two arsenals, and for engineer services, stores and other 
incidentals. 

As presented to the House of Commons (and adopted), 
the current year’s estimates for the Naval Service were 
reduced from $2,500,000 to $1,500,000, and those for the 
Air Force from $1,650,000 to $1,000,000, reductions which 
will probably involve the laying up of the ships, the closing 
of the Royal Canadian Naval College, and the temporary 
suspension of the training of the personnel of the Canadian 
Air Force. The militia estimates as brought down did not 
substantially differ from those of the preceding year. Their 
total was $11,413,977, nearly three-quarters of the reduc- 
tion of $1,149,123 being subtracted from the appropria- 
tions for the permanent force, and nearly another quarter 
from the vote for the arsenals, of which it had been decided 
to shut down one. In the House of Commons, however, 
criticism was directed against the proposed appropriations 
as being still excessive, and a proposal was made from the 
Government benches by Major C. G. Power, M.C., who 
had served with distinction overseas, to reduce by 
$1,100,000 the $1,400,000 proposed to be granted for the 
training of the non-permanent militia. He contended that 
this training was too short to be of any value, that there 
was no external danger for defence against which it was 
necessary to make preparations, and that there was no 
money to waste on anything unessential. During the debate 
it clearly appeared that there was a strong feeling in favour 
of reduction among Major Power’s fellow-members from 
the Province of Quebec and among Progressive members 
both from Ontario and from the West. On the other hand, 
the Government’s proposals as originally brought down 
were strongly upheld by the official Opposition. Mr. 
Meighen himself and Mr. Mewburn and Mr. Guthrie, two 
recent ex-Ministers of Militia, while suggesting the possi- 
bility of useful economies on other items, expressed strong 
opinions against the advisability of reducing the provision 
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for the training of the non-permanent militia, pointed out 
the value of its services in the organisation of the Canadian 
Expeditionary Force, and emphasised the duty of Canada, 
as an integral part of the British Empire, to bear its share of 
the burden in maintaining the peace of the world. During 
its course the debate was adjourned and a Government 
caucus held, after which the proposed appropriations were 
amended by distributing among several of the items a total 
reduction of $700,000, the item specifically attacked being 
cut by $400,000. Major Power alone of the dissentient 
Government members expressed himself as still dis- 
satisfied, and there was no division. 

As finally adopted, the total of the appropriations for all 
three departments is less by nearly $3,500,000 than for the 
previous year, and less by upwards of $250,000 than the 
sums appropriated for two of them in the spring of 1914. 
The Minister expressed the hope that further economies 
would result from the amalgamation of the departments, 
but in spite of this there were several suggestions that the 
estimates for next year should undergo a further radical 
pruning, and the compromise actually arrived at on the 
militia appropriations was probably in some measure based 
upon the consideration due to a Government which had 
had to prepare estimates and meet Parliament within little 
more than two months after its formation. As the 
suggestions for further future reductions came both from 
Government and Progressive members, it is not impossible 
that they will receive attention when next year’s estimates 
come to be prepared. 

The psychological background of these events is fairly 
obvious. As Napier said, “‘ War tries the strength of a 
military framework; it is in peace that the framework 
itself is formed.” A framework, military or other, implies 
a plan, and in every State which, in time of peace, makes 
expenditure on military preparations, there is some 
generally accepted idea of a national interest to be served 
thereby. This idea governs the application of the money 
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expended, and is more or less frankly put forward as the 
justification for the taxation involved. Sometimes the 
object is solely the protection of the home territory against 
invasion, as in the typical cases of Belgium and Switzerland ; 
sometimes the safety of overseas possessions is at least an 
equally strong motive, as in the typical case of Great 
Britain. Always the statesmen formulate the national 
purpose, and the general staffs create the organisation 
adapted to achieve it, the purposes and plans of both being 
modified by joint consideration of questions relating to 
the amounts which can be made available and the degree 
of strength which must be attained. 

The defence problem in Canada can be, and is (more or 
less consciously) approached from two entirely different 
points of view. To some it presents itself as a purely local 
question of the safety of Canadian territory; others can 
conceive it only, or at least primarily, in terms of Canada’s 
partnership in the British Commonwealth. It is true that 
in individual minds these aspects of it are often confused, 
but men dominated by either to the exclusion of the other 
are really thinking on different planes, and find it difficult 
to understand the position or believe in the good faith of 
those to whom only the other aspect appeals. Each seems 
capable of separate analysis. 

Thinking of Canada alone, the dominating considerations 
are geographical. Canada has but one neighbour, with 
whom she shares almost the whole of the North American 
continent. Relative to hers the population of the United 
States is approximately as thirteen to one, and the ratio 
of wealth is certainly no more favourable to Canada. The 
boundary line between the two countries is more than four 
thousand miles long, and for the greater part of its length 
is unmarked by any natural feature. Of Canada’s popu- 
lation of eight and a half millions, about five-sevenths live 
within one hundred miles of this boundary, and even this 
narrow strip of occupation is not continuous. A break 
occurs between East and West, where, north of Lake 
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Huron and Lake Superior, there are through five hundred 
miles of rock and forest almost no inhabitants except in 
isolated mining settlements and railway outposts. Imagine 
a Switzerland only a little more than doubled in population 
and extending a hundred or more miles in width round the 
western, southern and eastern boundaries of France and 
Germany together, from Ushant at the entrance to the 
English Channel to Riga on the Baltic. Although its inner 
boundary would be more tortuous and curved than that 
between Canada and the United States, in length it would 
be nearly the same, and the relative numbers, wealth and 
cultural and racial affiliations of the populations on the 
two sides of each would not be widely different. Assuming 
a break in the continuity of Swiss settlement between, say, 
the Riviera and Munich, and excluding from consideration 
all neighbours except France and Germany, it is obvious 
that such a Switzerland would neither conceive nor meet 
its problem of defence as the real Switzerland has done in 
reliance upon its compactness and its mountains. The 
paramount interest of this imaginary Switzerland would 
doubtless be assumed to be good relations with its French 
and German neighbours, and thus far towards a solution 
of Canada’s relations with the United States most Canadians 
have gone. A centenary of peace between the two countries 
has recently been celebrated, and the long frontier is 
unmarked by a single fortification, a lack which, so far from 
causing uneasiness, is a subject of congratulation on the 
north almost as much as on the south side of the boundary 
line. The almost complete identity on each side of it of 
language, climatic conditions, mode of life, and, in a large 
measure, racial inheritance, works against differences which 
might tend to misunderstanding and jealousy. Danger 
of so acute a dispute with the United States as to lead to 
war comes within the mental horizon of so few Canadians 
that no public man could make it the basis of a defence 
policy, even if the soldiers could conceive practical and 
possibly effective preparations to meet it. 
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There remain the two ocean exposures, eastern and 
western. Not many Canadians see any probability of any 
European power threatening its eastern seaboard, and if 
to the British Columbian’s mind apprehension of trouble 
on the western is sometimes present, his concern relates to 
a rather distant future, and is allayed, if not removed, by 
the Washington treaties. If the coastal populations felt 
any real alarm, they might be able to persuade their fellow- 
citizens inland to undertake a naval programme, but unless 
their fears become much more specific and definite than 
they are, the emergence of a national policy based upon 
them cannot be expected. 

Most Canadians are therefore content with the security 
of their isolation, and the defence of Canadian territory 
gives them no such concern as to make it likely that they 
could be persuaded, especially in a time of financial strain, 
to tax themselves to provide money for preparation to 
meet unknown and improbable dangers. Into their con- 
sideration of the subject the protective strength of the 
United States enters hardly perceptibly, if at all. That it 
would be highly inconvenient for the United States to 
have any European or Asiatic power secure a foothold in 
Canada they, of course, recognise. No reiteration of the 
Monroe Doctrine is needed for that to be appreciated, but 
the assumed inclination of the United States to prevent 
foreign aggression on Canadian soil has not, as things stand, 
the remotest effect upon any policy which Canada is likely 
to adopt in the future as predictable at present. 

When we turn from the consideration of Canada’s 
defence policy in its local aspect to the problem presented 
by her partnership in the British Commonwealth, we enter 
upon an entirely different order of ideas, The number of 
influential Canadians who hold strong views upon the 
subject is large. They sometimes support their views by 
appeals to loyal sentiment ; sometimes they postulate a 
duty owed by a daughter to a parent State, forgetting that 
the members of more than one strong minority do not 
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admit a blood relationship. There are, however, many 
Canadians in every province and of every ancestry who have 
a deep sense of the importance of the solidarity of the 
British Commonwealth and rate very highly its value to 
the peace of the world and consequently to Canada. 
These, as well as others actuated by more personal motives, 
would doubtless welcome a scheme for such co-operative 
military preparation as would insure the territorial and 
spiritual integrity of the Commonwealth and increase its 
power to preserve peace, but practical proposals looking 
in this direction are hard to formulate. ‘Those who might 
make them find that there are political difficulties which 
have first to be met. They are called upon to answer 
questions as to when a decision for or against participation 
in a given war is to be taken, whether the policy of the 
Commonwealth is to proceed upon the assumption that 
Canada will take part in any war to which that policy may 
lead, and by whom the policy is to be formulated and 
directed. Other questions of the same tenor present 
equal difficulty, and while these political doubts are un- 
resolved, the practical problems presented remain insoluble. 
Since it is impossible to construct a military framework 
without a plan, and no plan can be made until it is known 
in what kind of a war it is to be tested, neither Canada nor 
any other part of the Commonwealth can decide whether’ 
its purely co-operative effort should be directed to the 
development of land or of air forces, or whether it should 
devote itself to building up a navy. To move in any 
direction would probably involve some, and might involve 
much, wasted effort and money uselessly spent, at a time 
when budgets are far from easy to balance. Moreover, it 
is not to be supposed that any radical readjustment of 
imperial relations will ever be made by the unanimous 
consent of every party and groupin Canada. The organisa- 
tion of forces on any tentative footing for undefined activi- 
ties directed to the attainment of unpredictable objects 
would naturally meet with determined opposition, not 
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only from those who might oppose every scheme of read- 
justment, but from many who, if some specific scheme 
were put forward, might be inclined to support it. 

Any fundamental change in the character of Canada’s 
general defence programme seems to be unlikely until 
either the political ground has been cleared or the inter- 
national sky shows signs of a possible storm from which 
it will be necessary to seek shelter. In the meantime, it 
is probable that the traditional policy will be pursued, 
perhaps laggingly, but with such activity as financial con- 
ditions are thought to justify. 


Canada. July 18, 1922. 





AUSTRALIA 


I. Tue Feperat Pouiticat Situation 


HE final session of the Federal Parliament opens on 

June 26 and Ministers who have been conducting 
political tours in the various States, each one of which has 
been visited and treated to political orations, are very well 
satisfied with the prospects. While there are some causes 
of uneasiness, the possibility of a party split in one State, 
the hawk-like hovering of one or two independent sup- 
porters ” on the flanks of the Ministerial party in Parlia- 
ment, the sharpness of tone of a section of the Nationalist 
Press when discussing the Prime Minister—still, none of 
these is considered dangerous to the Government, either 
in respect of the coming session of Parliament, or the general 
election which must be held next year. And, after all, 
whenever was a political horizon without its clouds ? 

The session of Parliament prior to a general election is 
generally fruitful in surprises. Placards are then prepared 
and all the instruments of the political orchestra tune up 
for the coming performance before the expectant audience. 
Mr. Hughes and his experienced colleagues may be trusted 
to use the opportunity advantageously. Every effort will 
be made to add to a legislative record in which the.Govern- 
ment takes some pride, if taxpayers derive from it little 
pleasure. 

The session of 1921 was in the main a tariff session. In 
the handling of a complicated schedule containing 420 
items, the Minister of Trade and Customs, Mr. Massy 
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Greene, displayed a command of detail and an intimacy 
of knowledge of commercial processes, which strengthened 
his ministerial position : though it is interesting to remem- 
ber that he served his apprenticeship in tariff construction, 
as one of the most indefatigable opponents of a schedule 
much milder in its protective incidence than the one for 
which he now took responsibility. Mr. Massy Greene 
seemed to understand everything in his tariff, and his 
method was, skilfully and not without some finesse, to 
explain and convince. He had even convinced himself, no 
inconsiderable feat, if he ever glanced at his former utter- 
ances. 

The new tariff is accompanied by a measure establishing 
a Tariff Board, which is to watch the operation of the duties 
and make recommendations in regard to them: and by an 
Act for preventing dumping. This measure provides that 
if goods are exported to Australia at less than a “ reasonable 
price,” a special “ dumping”? tax should be charged upon 
them—namely, a duty equal to the difference between the 
price at which the goods were sold for export and a reason- 
able price. “ Reasonable price ” is defined as cost of pro- 
duction plus 20 per cent. The intention is to prevent the 
importation of cheap goods by raising their price through 
the effect of the special duty. When the farmers complain 
that the increased tariff hits them the Government is able 
to point to its wheat pool and its marketing arrangements 
for wool, sugar, butter, cheese, sheep-skins, rabbit-skins, 
rabbits and canned meats, which have effectively paid out 
over {459,000,000 to the producers of those commodities. 
The jam makers injured by the high cost of sugar, which 
they attribute to the sugar arrangements, now demand a 
jam pool. Probably they will get one. Marketing through 
Government agency on a huge scale is one of the conse- 
quences of the paralysis of Australia’s over-sea commerce 
during the war. It is claimed that the financial salvation 
of the country was thereby assured. It appears probable 
that any exporting industry, labouring under temporary 
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disadvantages, will henceforth approach the Government 
and ask for bureaucratic control of its marketing. 

One of the questions which the Ministry has promised 
to bring before Parliament in its next session is that of 
unifying the railway gauges of Australia. A serious 
economic, as well as engineering blunder was made when 
the main lines were laid down in the ’fifties of the last 
century. New South Wales built her lines upon the 
“ standard ” 4 ft. 8% in. gauge, whilst South Australia and 
Victoria built upon a 5 ft. 3 in. gauge. Later on Queensland 
and West Australia commenced building on a 3 ft. 6 in 
gauge. The break of gauge impeding through traffic between 
the States has continued for nearly forty years to be a source 
of inconvenience to travellers and of loss to traders. Last 
year the Hughes Government appointed a Commission of 
experts to consider which gauge should be adopted as 
uniform, what engineering problems would be involved 
in the unification, and what would be the estimated cost, 
both with regard to trunk lines and alllines. The Commis- 
sioners supplied a reasoned recommendation of a 4 ft. 8$ in. 
gauge. To give effect to this conclusion there were two 
alternatives, the building of independent trunk lines in 
South Australia and Victoria, and the conversion of the 
existing trunk lines. The Commissioners preferred the 
latter method. The estimated cost of converting trunk 
lines from Brisbane to Perth—and also of all § ft. 3 in. lines 
in Victoria and South Australia—was {21,600,000: that of 
converting all lines to the 4 ft. 8 in. gauge to £57,200,000. 

The project is a large one—but the Hughes Government 
proposes to undertake it. Undoubtedly it is a work of 
supreme public utility: it is also politically a work worth 
authorising in the session preceding a general election. 
The railways being the property of the States, only with 
their assent and co-operation can it be undertaken. The 
Government proposes, subject to approval by the Common- 
wealth Parliament, that an agreement be entered into 
between the Commonwealth and the States, whereby there 
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shall be constituted a Railway Council, which shall appoint 
an expert director of Unification of Railway Gauges. The 
director is to have entire control of the work and the expen- 
diture. The expense of the undertaking will in the first 
instance be borne by the Commonwealth, which is prepared 
to make a beginning by financing the {21,600,000 scheme. 
Four-fifths of the money is to be reimbursed by the States— 
with interest on terms defined in the agreement. The 
estimate of time for this conversion is set down, at an 
extreme limit, as eight years, but the Commissioners 
furnish reasons for believing that it can be achieved in 
less. Incidentally, the report elicits the fact that “ there 
is no country in the world with more railways in proportion 
to its population than has Australia,” the figures furnished 
to justify the conclusion being, Australia, with 4°99 miles 
of railway per thousand of population, Canada with 4°57, 
the Argentine with 2°68 and the United States of America 
with 2°59: though, to permit of a valid comparison, the 
superficial area served, as well as the population should be 
stated. 

The Arbitration Court, and the entire legislative 
machinery upon which it is founded, is now being seriously 
challenged, and Parliament will not be able to ignore the 
demand for a radical revision. Employers chafe under its 
operation, whilst the trade unions flout its awards whenever 
it suits them to do so. The latest example is that of the 
shearers, whose organisation is the Australian Workers’ 
Union. The Arbitration Court in May, after hearing 
evidence, made an award which the shearers did not like. 
Therefore, they threatened a general strike at the most 
critical season of the year, and presented a set of demands 
in advance of the rates awarded by the Court. The case 
is unsettled at the time of writing, and negotiations in 
progress will, it is hoped, obviate a very serious blow to 
Australia’s principal industry. 

The incident is typical of so much that has occurred in 
so many branches of industry, that numbers of people who 
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were formerly warm friends of the Arbitration Court 
system are now convinced that it has failed. A symptom 
of this feeling is the formation of a Single Purpose League, 
with branches in all the State capitals—the single purpose 
being to abolish the compulsory principle in arbitration. 
The advocates of this policy do not desire to revert to con- 
ditions of no regulation in respect of wages, but they 
consider that the Wages Board method is preferable. A 
Wages Board for a particular industry in a particular place 
is, it is argued, in a better position to arrive at a fair deter- 
mination than a judge making awards having an inter-State 
operation. 

The question will be pressed forward during the coming 
session of the Commonwealth Parliament, and, unless Mr. 
Hughes is prepared to propose amendments of the Arbitra- 
tion system which will go far to meet this section of public 
opinion, it is likely to be an embarrassing one at the next 
election. 

The threatened split in the Nationalist party in South 
Australia has little of political principle in it. Several 
Nationalist members from that State were members of the 
old Labour party, and they left it with Mr. Hughes when 
the cleavage occurred on the conscription issue. They 
are now confronted with a “ Liberal ” opposition—that is, 
with a local party which is anti-Labour, but also declined 
to continue supporting those former Labour members, 
who are now Nationalists. If the movement should grow 
in South Australia it would certainly imperil two or three 
Nationalist seats. In all probability Labour candidates 
would slip in between Nationalist and Liberal opponents. 
The movement is being carefully watched by the Govern- 
ment. There is no sign of a similar cleavage, of serious 
proportions, in the other States: and in South Australia 
it is doubtful whether it means much more than that the 
reasonable political ambitions of a not very large though 
vigorous group are blocked by the continued occupancy, 
by former Labour men, of seats which might now be won 
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by Liberals if those Labour men had not become 
Nationalists. 

The Labour party also has its internal difficulties to 
hamper campaign activities. The recent expulsion of Mr. 
J. H. Catts, one of the New South Wales members of the 
House of Representatives, provoked some revelations con- 
cerning the machinery of the party, which indicate that 
continued membership of it requires either much dexterity 
or a very thick skin. Mr. Catts has since been busy 
organising an independent Labour Party—but his efforts 
have not been successful beyond New South Wales. Dis- 
sensions are, however, rife within the party, which is very 
ill-equipped for facing a general election, The new 
leader, Mr. Matthew Charlton, is without Ministerial 
experience, but his Parliamentary career has been marked 
by assiduity and critical ability, and he has gained the respect 
of men of all parties. He is not by temperament an extre- 
mist, but is a fair fighter for his political faith. But the 
best of leaders, in present circumstances, would hardly 
face the future in a very buoyant spirit. Mr, Charlton is 
probably nearer to the mind and temper of the mass of 
voters upon whom the Labour party relies than was Mr. 
Ryan. The Australian workman is no revolutionary, and 
the inclination of some newspapers to represent the extrava- 
gant and shrill utterances of a few wild men as typical is 
misleading and mischievous. 

While the Government of Mr. Hughes is not free from 
perplexities, it is not at present very seriously menaced. 
The Nationalist split in South Australia is balanced by the 
Labour split in New South Wales, and neither may count 
for much by the time of the general election, when ranks 
will be closed up and the country will make its choice. 
Undoubtedly there is a large section of the Nationalist 
party which thinks that Mr. Hughes brought over from 
the Labour party too much of its political stock-in-trade. 
They are dubious about the extension of government 
activities, and distrustful of the Prime Minister’s personal 
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ascendency. It was hoped that the inclusion of Mr. Bruce 
in the Government as Treasurer would lead to a checking 
of these tendencies, and Mr. Bruce may prove to be a 
restraining influence. The general impression, however, 
is that Mr. Hughes has not much to fear. 


II. AustratiAn DEFENCE 


N the course of a long pre-sessional tour the Prime 

Minister announced the proposals of the Commonwealth 
Government for the reorganisation of the Australian Defence 
Forces. The decision to make drastic reductions is sup- 
ported by the Washington Agreements and by the conse- 
quent changes in the naval and military situation in the 
Pacific. But it is probable that the Conference was rather 
the excuse than the reason for the new policy, which must 
be ascribed to the imperative demand for economy rather 
than to any wide outlook on the general needs of imperial 
or even of Australian defence. 


In 1909-10 Australia adopted a new naval and military 
policy. An Australian fleet unit of eight vessels was 
established, and a scheme of compulsory military training 
introduced which would reach a strength of 120,000 by 
1919. In announcing his policy of reorganisation the 
Prime Minister quoted the following guarded opinion of 
the Council of Defence :— 


In the judgment of the Council of Defence the nucleus proposed 
for the various branches of the Defence Force is the definite minimum 
upon which expansion, which would be demanded by a change in 
the international situation, could be made; the Council considers 
that the limited measures it has recommended are only justified by 
the satisfactory results of the Washington Conference, which contain 
promise of prolonged peace in the Pacific. 





Australia 


Naval 


After the Armistice the Australian Fleet Unit, less the 
two submarines which had been lost, but increased by 
H.M.A.S. Brisbane and three torpedo boat destroyers built 
in Sydney during the war, returned to Australia. Soon 
afterwards the R.A. Navy was further enlarged by the 
addition of a flotilla leader (H.M.A.S. Anzac) and five of 
the latest torpedo boat destroyers, six submarines (J. Class) 
and three sloops (mine sweepers) given by the British 
Government, as well as some auxiliaries. Quite recently 
H.M.A.S. Adelaide, a modern light cruiser, has been com- 
pleted at Sydney, has undergone her steam trials, and is 
about to be commissioned. 

In 1919 Admiral of the Fleet Viscount Jellicoe visited 
Australia to report on a future naval policy for the Pacific. 
In his report he advised the formation of a powerful far 
Eastern fleet of the Empire of which Australia’s share was 
to be a fleet unit at least twice as strong as the existing 
one. Action on the Report was delayed pending the 
decisions of the Imperial Conference of 1921, and has now 
been postponed indefinitely in view of the Washington 
Agreement and of the consequent necessity of a further 
co-ordination of the imperial defence organisation. 

The development of the Royal Australian’ Navy pro- 
ceeded more or less normally up to 1921—one important 
improvement being the lengthening of engagement of its 
Australian personnel from seven years to twelve, through 
which it is hoped to obtain more “ higher ratings ” from 
Australian seamen than were forthcoming under the 
original term. In 1921 it began to feel the effect of the 
appeal in Parliament for economy, and H.M.A.S. Australia 
was soon after put out of commission and its ultimate fate 
is “scrapping” under the Washington Naval Treaty. 
Having been deprived of its capital ship the Australian 
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naval fleet unit is for the time being dead—to be revived 
or not according to the decision of a future defence con- 
ference and the subsequent attitude of the Commonwealth 
Parliament. 

Under the new defence policy the R.A.N. Fleet in com- 
mission will be reduced to three light cruisers and five 
torpedo boat destroyers of the latest type: apparently all 
the submarines are to be placed in reserve, and their crews 
distributed amongst the commissioned warships. The 
light cruiser Brisbane is to be placedin reserve. The 12-inch 
guns of the Australia are to be used in the coast defences 
of Australia. 

The Royal Naval College establishment of naval cadets 
has been reduced to 48, and further yearly entries limited 
to 12. Some of its graduates serving in the Fleet are to 
be retired. 

Further general reductions in the R.A.N. personnel are 
to be made : its strength at the date of printing was 4,429 
(Permanent Force) and a naval brigade or Citizen Naval 
Force of 2,712, including 199 permanent staff. Presumably 
the reserves, which are liable to compulsory training of a 
militia type, will receive as little training as that described 
in the case of the Military Citizen Force. 

Training establishments in Victoria are being concen- 
trated at Flinders Naval Depot (Westernport) which last 
year became available for occupation. At the projected 
Henderson Naval Base, West . Australia, nothing is being 
done except some exploratory work. 

The actual Naval expenditure for the financial year 
1920-21 was {£3,006,184. For the financial year 1921-22 
the estimated Naval expenditure is £2,867,000. 


Military and Air 


On the military side the position has been, and will be, 
far worse. Since the beginning of 1919 the Citizen Force 
has had no training except eight days’ camp training and 
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four days’ “home” training (t.e., detached drills) in 
1920-21 for the youngest quota of trainees, and eight days’ 
“home” training for the next three older quotas, and, 
in the current financial year, merely four days’ home 
training for each of the two youngest quotas and only three 
days’ for each of the next three : further, its active strength 
and efficiency have been much reduced by the exemption 
from training of many thousands of its members who had 
served in the A.I.F.—an exemption, to which they were well 
entitled. , 

Hopes that the original scheme of compulsory training 
will be more adequately carried out were aroused in 1920 
when the Prime Minister outlined to Parliament an admir- 
able re-arrangement of the compulsory training system, 
which he recommended as a result of war experience, It 
provided for a training in the first year (18th—19th) of 
Citizen Force service of 70 days’ continuous camp in lieu 
of the 16 days at present set out in the Defence Act, the 
subsequent yearly trainings—each of 16 days (of which 8 
in camp)—to be reduced to three instead of the seven under 
the Defence Act. The total number of training days would 
have been on the average less than at present, but vastly 
more effective—viz., 118 days for all arms instead of 112 
days for infantry, light horse, etc., and 175 days for artillery 
and engineers, and the soldier would have been free of 
training at 22 years of age in place of 25, though he would 
have continued liable to serve in his unit in case of war 
up to 26. Both from a national and military standpoint 
the re-arrangement was much needed, but nothing has so 
far come of the proposal. The Prime Minister, though 
backed by his then experienced Minister of Defence 
(Senator Pearce), was apparently unable to carry his Cabinet 
with him. 

Since then the Citizen Force has been organised, on the 
lines of the A.I.F., into two cavalry and five infantry 
divisions (one of the latter, however, being split up for the 
time being into three independent mixed brigades located 
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far apart), the commands being given to distinguished 
ex-A.I.F. generals. Steps were also taken to induce 
ex-A.I.F. officers, N.C.O.’s and men to volunteer for 
service in these divisions, and give it the benefit of their 
war experience and leadership, and there has been a fair 
response from the higher ranks. In addition, an ample 
supply of latest pattern field guns, small arms, ammunition 
and equipment for these divisions is in store in Australia, 
thanks largely to gifts by the British Government. 

In the current financial year it was proposed to give 
the two youngest quotas of trainees six days of camp train- 
ing, in addition to that already mentioned, but upon Mr. 
Massy Greene, M.H.R., recently succeeding Senator 
Pearce as Minister of Defence, this training was cut out 
in order to save £122,000. 

The future military and air policy is to be now on these 
lines. The divisional organisation of the Citizen Force 
is to be retained: but the strength of its units is to be 
only 25 per cent. of the normal war establishments. Com- 
pulsory training is only to be applied in populous areas, and 
light horse units are to be raised practically only by volun- 
tary enlistment. All cadet training is to be abolished 
except that of senior cadets, aged 16 and 17, whose present 
training covers 64 hours yearly. In the Citizen Force only 
two quotas—those of 18-19th and 19-20th years—of 
compulsory trainees are to be trained instead of seven as 
at present, and the yearly training of each quota is to be 
restricted to six days camp and four days home. So 
the trainee will pass out of training at the age of 20. The 
utmost provision will be made for schools of instruction 
for officers and N.C.O.’s ; but whether a sufficient strength 
and a suitable type of leaders will be forthcoming in a 
military force practically never emerging from the recruit 
stage is far from clear. The total strength of the Citizen 
Force in training will not exceed about 30,200 scattered 
over Australia instead of about 100,000 under Lord 
Kitchener’s scheme, a military force, which by reason of the 

881 





Australia 


youth and limited training of its personnel, cannot be 
regarded seriously for service in Australia or anywhere else. 

The Permanent Force, which supplies instructional and 
other staff and cadres, etc., and totals about 3,280, is to be 
correspondingly reduced, and Parliament is to be asked to 
provide some compensation for the officers retired, there 
being no military pension scheme as yet. 

The Air Force is to consist of a flying school and air 
depot in Victoria and only a single flying squadron (also 
in Victoria) instead of the four squadrons formerly arranged 
for as the nucleus of the fighting force. Provision of the 
sea base at Sydney has been abandoned. Arrangements, 
however, are to be made for training of naval and military 
officers each year as pilots and observers, and pilots trained 
in the flying school for civil aviation will be required to 
register as reserve flying officers and be liable for defence 
service in war time. The Civil Aviation vote is to be 
increased. There is a considerable supply of modern 
aeroplanes in Australia, thanks to a gift of the British 
Government, but few, if any, of the latest type except in 
the case of seaplanes. 

As regards munitions, the policy is apparently to sub- 
ordinate the effective training of army personnel to the 
manufacture of munitions in Australia. While no one 
questions the desirability of Australia manufacturing her 
own supplies locally, it is an unfortunate necessity that this 
development should be pushed on at the expense of soldier 
training. Men without guns and equipment are, of course, 
useless as an army, but equally so are guns and equipment 
without trained soldiers to use them. It has been pointed 
out that for the large divisional organisation of the Citizen 
Force there is already an ample supply of needs in store in 
Australia; and the Prime Minister mentions that of the 
munitions manufactured by the existing government 
factories (cordite, acetate of lime, small arms, clothing, 
harness, woollen cloth) and, presumably, the ammunition 
factory (a public company) the supplies on hand very 
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closely approximate to requirements. What, then, is there 
to prevent ample supplies of the further munitions needed 
(heavy guns, etc.) being obtained promptly from overseas 
to meet the probable needs of the next few years? If this 
were done how easy it would be to carry on concurrently 
both effective training of soldiers and a steady and sufficient 
development of local factories. ‘The new defence policy 
is to devote {£500,000 a year to the systematic erection of 
new munition factories, for which much of the machinery 
is already in Australia, as well as to the maintenance on a 
nucleus basis of those already existing and the new fac- 
tories when complete, and also research work in munition 
problems. 

The future of that most successful institution, the Royal 
Military College, Duntroon, which has now only 45 cadets 
on its roll, is at present uncertain, the Ministry remitting 
the matter to Parliament for discussion before coming to 
a decision, having announced its intention to remit. 

The total Australian expenditure on defence (naval, 
military and air) is estimated for the next financial year at 


about £4,596,938—1.e., under 17s. per head of the popula- 
tion, as contrasted with £3 2s. 6d. per head of the population 
of the United Kingdom (excluding the Irish Free State) 
for Home and Imperial defence purposes. 


III. Proportionat REPRESENTATION 


N view of the rapid spread of Proportional Representa- 

tion in English-speaking countries, it is important that 
an analysis of its effects on each of the countries which 
have already adopted it should be made. In Australia 
two out of the six States, Tasmania and New South Wales, 
have adopted this system, but it has not so far penetrated 
either the Federal Parliament or the municipalities. Tas- 
mania held its first election under P.R. in 1909, New South 
Wales in 1920. In the last month or two both States have 
held elections under the system. 
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Australia has in certain respects acted as a pioneer in 
electoral reform, for example, with regard to the adoption 
of the secret ballot, and to a certain extent with regard 
to the extension of the franchise to women, and the 
adoption of minor reforms such as compulsory enrolment 
and compulsory voting. Although not actually a pioneer 
with regard to the reform of the electoral system itself, 
Australia has nevertheless indulged in a good deal of 
experimentation. A survey of the electoral systems of 
the various States shows that all of them have long since 
abandoned the old method of “ first past the post” or 
“sudden death” which still persists in England. The 
four States which have not adopted P.R. have all adopted 
preferential or contingent voting, with single member 
constituencies, save in South Australia, which has multi- 
member districts. In Queensland alone is voting itself 
compulsory, but in Victoria and Western Australia con- 
tingent voting is compulsory if the vote is to be valid. 
The compulsory expression of preferences in voting for 
both Houses was enacted by the Commonwealth Parlia- 
ment in 1919. The experience of Australia goes to show 
that preferential voting is no effective substitute for pro- 
portional representation, not merely because it does not 
secure the representation of minorities, but also because it 
does not even necessarily secure majority rule. In Queens- 
land, for example, where voting is compulsory, though 
contingent voting is optional, the present Government has 
a majority in the House, despite the fact that a definite 
majority vote was cast against it in the elections. The 
elections to the Senate of the Commonwealth afford a 
particularly gross example of the failure of preferential 
voting to remedy the defects of what Ostrogorski in his 
Democracy and the Organisation of Political Parties refers 
to as the “majority system, that iniquitous and brutal 
system which confers all power on the half plus one of the 
persons voting.” Each State acting as a single constituency 
elects three senators at each election. The result is that 
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the swinging over of a few votes from one party to another, 
thus giving the latter a “half plus one” of the voters, 
completely disfranchises the first party. In the last two 
general elections the loss of a few votes by Labour giving 
it just under the half plus one, has almost completely 
disfranchised it in the Senate, where it is now represented 
by a solitary member. 

The electoral experiments of the State of New South 
Wales are of particular interest in view of its adoption of 
P.R. The old “ first past the post ” system was amended 
in 1910 by provision for a second ballot in three-cornered 
contests where an absolute majority was not secured in 
the first ballot. The clumsiness of this method of securing 
a majority, and the inability of either the second ballot 
or of preferential voting to secure any representation for 
minorities, no matter how large they might be, opened the 
way to P.R. The ultimate adoption of P.R. was due to 
the faith and enthusiastic advocacy of a small group of 
members of the Nationalist party who prophesied no 
small instalment of the millennium in the shape not merely 
of minority representation but also of free elections, 
including the abolition of pre-selection, the weakening of 
party domination, and new life for the independent 
candidate. Labour, at first hostile, was won over to P.R. 
by its victory under this system in the elections of 1920. 
The Progressives (or Country Party), convinced that P.R. 
was for them as a minority party much the best avenue to 
Parliament, made it a leading plank in their platform. 
The 1922 election has still further consolidated the new 
system. The Coalition (Nationalists with a few Progres- 
sives) has received a comfortable majority of fourteen. 
The “true blue” Progressives have received their due 
representation. Labour, though well beaten, could not 
ignore the fact that it lost seats in the House only in strict 
proportion to its loss of support in the constituencies, 
and that under the old single member constituency system 
a similar loss of support in the constituencies would have 
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inevitably meant a much greater loss of seats in the House. 
A few days ago the N.S. Wales branch of the Australian 
Labour Party rejected P.R. by a fairly large majority. 
The Conference was not open to the public and the reasons 
for the decision are not clear. But the decision cannot be 
regarded as the final voice of Labour on this matter. 
Despite some grumbling, and not a little disappointment 
at the non-arrival of the new millennium, the signs are that 
Proportional Representation has come to stay. Every 
electoral system creates its own vested interests, and P.R, 
is no exception. In each of the great parties there are a 
number of members representing districts in which under 
the old system their parties were in a permanent minority 
who if the old system were restored would immediately 
lose their seats. Between these self-interested members 
and the genuine converts to P.R. there is no necessary 
coincidence. But it is hard to detect any difference of 
degree between their respective enthusiasms for P.R. 
With regard to the particular form of P.R. adopted, 
little need be said. The method is that of the single 
transferable vote operating in large constituencies returning 
three members in sparsely populated areas, and five mem- 
bers in urban areas. ‘The method of transferring the 
surpluses and of allotting preferences is in all essentials 
the method advocated by the English P.R. Society. From 
the administrative point of view the system has worked 
without a hitch despite its newness and the enormous 
areas covered by some of the constituencies. From the 
point of view of the voter certain difficulties have been 
revealed. ‘The absurd regulation which in the first election 
made a vote informal unless it expressed preferences 
covering every name on the ballot paper—sometimes as 
many as twenty for a constituency—resulted in an un- 
usually high percentage of informal votes—namely, 9°69— 
whereas in the first election held under P.R. in Tasmania, 
where the expression of preferences beyond three was 
optional, the percentage of informal votes was only 2°86. 
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On this point the Chief Electoral Officer for N.S. Wales 
in his Report on the 1920 election, makes the illuminating 
comment that whilst a large number of the informal votes 
“were correctly marked for the early preferences,” in “a 
large number of cases the informality occurred after the 
ninth or tenth preference.” In the 1922 election the 
compulsory expression of preferences extended only up 
to the number of seats to be filled for the constituency, 
with a resulting sharp decline in the number of informal 
votes. 

It is when one comes to the deeper effects of P.R. that 
the real difficulty arises. It is easy to see that it satisfied 
beyond question the main claim of its supporters. P.R. 
does give proportional representation. It cures what 
Mill regarded as “the grand defect of the representative 
system ”—namely, “ that of giving to a numerical majority 
all power, instead of a power proportional to its numbers.” 
P.R. ensures that in New South Wales and Tasmania 
organised parties shall be represented in the House in 
exact proportion to their support in the country at the 
moment of election. The old system in New Zealand 
has kept a party in power which in two successive elections 
received an actual minority of the votes cast. But what is 
the verdict of our limited experience on the confident 
assumption of devotees of P.R. that it would decrease the 
power of the party machine, destroy pre-selection, encourage 
independents and bring in “new men”? The verdict 
is doubtful—possibly because the experience is very limited. 
P.R. renders pre-selection entirely unnecessary as a method 
of avoiding vote-splitting. In one or two cases revolts 
against the party lists were successful, but the success was 
partly due to the running of “ stunts ” such as the sectarian 
issue. Party managers show no inclination to abandon 
the hold over candidates which pre-selection gives them. 
The candidates themselves scrambled for inclusion in the 
party bunch. The reason for this is sufficiently obvious. 
P.R. is the most satisfactor,; method of ascertaining public 
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opinion once it is formed, but it is useless to ignore the fact 
that it increases the difficulties which individuals have to 
face in attempting to form public opinion. The number 
of people to be reached—by personal canvass, meetings, 
advertisement, etc.—and the distances to be covered are 
greatly increased (Sturt, the largest electorate in N.S.W., 
is larger than the United Kingdom, and more than eleven 
times the area of Belgium). Generally speaking, only the 
relatively wealthy candidate or one who is of outstanding 
personality can afford to forgo the sharing of expenses 
and the lessening of personal exertion which inclusion in 
a group makes possible. A candidature unsupported by 
an organisation may have an educative value, but its chances 
of resulting in a seat are not great. Five nominally inde- 
pendent candidates were returned in the last election in 
N.S. Wales. New men of any outstanding importance 
are conspicuous by their absence from the new House. 
But if the results of P.R. are disappointing in these respects, 
its advocates can point out that the old system gave no 
better results. It was just as much machine ridden; it 
did not encourage independents ; the last years of its reign 
were marked by a deterioration in the personnel of most 
of the Australian parliaments. 

If the hopes of the supporters of P.R. have not as yet 
been realised, neither have the worst fears of its opponents. 
One of the most common of these fears was that as a result 
of the minority representation guaranteed by P.R. any 
general opinion on national questions would be lost in an 
anarchy of conflicting groups. P.R., it was said, ensures 
the representation of minorities intent on sectional interests, 
at the cost of the compact majority intent on national 
interests. So far as it has gone the Australian experience 
does not support these theoretical objections. Quite 
apart from the advent of P.R. the reign of the two party 
system was already threatened in Australia, New Zealand 
and Canada by the advent of the Farmers’ parties. In 
N.S. Wales and Tasmania P.R. has doubtless helped to 
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establish and consolidate the Country party, but without 
P.R. it is no less firmly established in Federal Politics. 
Already the Country parties are beginning to hold the 
balance of power in Australian politics, as Labour held it a 
generation ago. 

This brings us to a still more fundamental question—the 
effect of P.R. upon the relations of the legislature to the 
executive. ‘The advocates of P.R. too often forget that 
in the British parliamentary system an election does not 
merely constitute a parliament, it also indirectly determines 
the strength and composition of the executive. If, as its 
critics affirm, P.R. secures a mathematically correct repre- 
sentation of interests at the expense of stable government 
and a strong executive, it stands condemned. Here, again, 
the experience of Australia is inconclusive. The record 
of the defeated Labour Government showed that a well 
disciplined party could carry out a strong programme even 
with only “half a mandate” from the people. The 
recent election in New South Wales showed that a fair 
majority was still possible under P.R. If its critics point 
out that most of the elections under P.R. have resulted 
in a very close balance of parties, its advocates can show 
that a perfect balance of parties, or a majority of one, was 
common under the old system in Australia. The New 
South Wales House well remembers the historic occasion 
on which the precious majority hastening down to a division, 
fell over the balustrade. Australian experience seems to 
support the view that a top-heavy majority, much stronger 
in the House than in the constituencies, involves two 
dangers. Its apparent strength may tempt it into extreme 
legislation. The defeated party, largely disfranchised by 
the exaggerated swing of the pendulum usual under the 
old electoral system, may be tempted to resort to direct 
action. The exact correspondence between strength in 
the House and support in the constituencies ensured by 
P.R. robs the extremist of the valuable lever which the 
partial disfranchisement of his party under the old system 
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thrusts into his hands. Whether P.R., by increasing the 
difficulty of maintaining a party majority, will ultimately 
bring about a modification of the Cabinet system, leading 
to the establishment of non-party executives on the Swiss 
model, remains to be seen. 

There still remains what is perhaps the most vital ques- 
tion of all—the effect of P.R. upon the relations between 
Parliament and the people. Devotees of P.R. are fond 
of quoting Burke’s aphorism to the effect that “ the virtue, 
the spirit, the essence of the House of Commons consists 
in its being the express image of the nation.” But this 
does not settle the real point at issue—namely, the nature 
and value of the differing images obtained under the 
respective electoral systems. The claim made for P.R., 
that it gives a mathematically exact image of the opinion 
of the electorate, is met by the criticism that the image 
thus obtained represents not so much the general will 
as public opinion at a given moment and under a given 
circumstance, perhaps accidental in character. The in- 
ability of P.R. to test changes in public opinion by making 
some effective provision for by-elections means that the 
exact image rapidly becomes distorted. The older system, 
it is claimed, is dynamic rather than static. Any pre- 
liminary distortion of the image is rectified by subsequent 
by-elections, which also maintain the sensitiveness of the 
House to changes in public opinion. This theory of by- 
elections is heard less frequently in the Dominions than in 
England, where the system as at present operating may be 
summed up as Cabinet autocracy, tempered by by-elections. 
The attitude towards by-elections under P.R. in Australia 
is significant. The method of filling casual vacancies 
adopted after much delay and hesitation was that of appoint- 
ing the next available candidate of the party in which the 
vacancy occurred. When this method broke down through 
the lack of any such candidate a provision was added enabling 
the party concerned to nominate anyone it liked for the 
vacancy. The whole tendency under P.R. is thus to 
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eliminate by-elections. The next logical step is marked 
in a significant passage from the policy speech of the new 
Premier in New South Wales: “ Some wise and salutary 
check must be devised against the creation of casual 
vacancies by political appointments to public offices.” 

It is foolish to attempt to minimise this most serious 
defect of P.R. by decrying the value of by-elections. “A 
by-election is a very rare occurrence,” said the mover of 
the original P.R. motion in New South Wales in 1918, 
“and from my point of view is of very small value as 
indicating the tendency of public opinion.” Such state- 
ments reveal a common tendency amongst advocates of 
P.R. to assume that the general will is not a constantly 
developing thing, but has a winter sleep in between the 
short, fierce summers of general elections. A further 
serious effect of the absence of by-elections is that it lowers 
the independence of members and therefore their sense of 
responsibility by depriving them of the possibility of 
resigning as a protest, and for the purpose of testing public 
opinion on some particular point. 

The general conclusion in Australia with regard to 
P.R. would probably be that the balance of advantage lies 
with it rather than with the older system. The justification 
for such a carefully guarded conclusion is the limited extent 
of our experience, and the fact that the ultimate effects of 
the revolution in electoral systems marked by the intro- 
duction of proportional representation is still one of the 
least explored fields of political science. 


Australia. June 21, 1922. 





SOUTH AFRICA 


I. Potitics AND FINANCE 


CONOMIC questions have overshadowed all others 

during the past three months, and, as must inevitably 
happen, efforts to deal with them have raised other ques- 
tions of a political or constitutional nature. A financial 
year of severe depression ended with the expensive disaster 
of the Rand strike, coming just at the moment when an 
upward move was expected. The Union Government had, 
therefore, to face an aggravated situation in preparing its 
Budget for 1922-23. Its effort to adjust the national 
finances has given rise to a whole crop of fresh difficulties. 
One important adjustment has been the settlement of the 
rate of Union subsidies to the Provincial Administrations 
on a new principle. The effect of this has been, not only 
to reduce the Provinces to financial straits, but also to 
raise anew the question of the constitutional rights of the 
Provincial Administrations, and even to stir up once more 
an angry demand for their abolition as expensive super- 
fluities. At the same time our social difficulties have not 
been diminished by the crises through which we have 
passed, and there is a growing appreciation of the impor- 
tance of economic factors in any attempt at solving them. 
The problem of State finance has thus become enmeshed 
in a tangle of other problems. It is necessary that some 
at least of these should be disengaged before any clear 
discussion is possible. Hence we propose to discuss in 
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order ; (a) The Budget; (+) Provincial Finance; (c) The 
General Situation. 


(a) The Budget 


The statement of the Minister of Finance was awaited 
with a good deal of anxiety. Rumour had placed the 
deficit as high as £3,000,000, and when the Minister 
himself placed it as low as {£403,000 the announcement 
was received with half-incredulous relief. How far this 
unexpectedly small net deficit is really a matter for con- 
gratulation can be better appreciated when we know more 
of the consequences of the expedients by which it has been 
made possible. 

Increase of taxation is very slight—about {200,00o—and 
is more than balanced by a remission of nearly half a million 
in tobacco duties. The approximate balance has been 
brought about by methods of somewhat severe economy. 
Apart from Departmental economies and retrenchments, 
and the final disappearance of cost-of-living allowances, 
almost the whole of the saving has been effected as a result 
of the new arrangement for the payment of subsidies to 
the Provincial Administrations. We shall deal with the 
probable consequences of this new arrangement later. It 
is clear already that they may be far-reaching. 

The estimate of expenditure for 1922-23 is £14 million 
below the expenditure for last year, and of this considerable 
saving no less than {£427,000 is due to reduction of the 
Provincial subsidies. 

Like his colleagues in other lands, the Minister of 
Finance calculates, though cautiously, on returning buoy- 
ancy in trade to fulfil his estimate of revenue. Indeed, in 
our case he calculates more, for he leaves, allowing for 
supplementary estimates of expenditure now passed, a sum 
of nearly £350,000 of deficit to take care of itself. As 
receipts from war-profits tax, which provided {1,800,000 
last year, will only be available to the extent of about 
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£400,000 this year, and as receipts from land sales and 
mining leases are at present being paid into revenue, the 
improvement in trade will need to be very considerable if 
we are to be restored to sound financial health by the end 
of the year. Fortunately there are already hopeful signs. 

Of the readjustments of taxation the most important, at 
least in its relation to the future, involves an attempt to 
deal systematically with estate and succession duties, and 
to establish these as a permanent form of taxation through- 
out the Union. Such Provincial duties of this type as 
already exist have never been properly consolidated on a 
uniform basis, nor have their revenue-producing possi- 
bilities been developed as they have been in England. 

Power has been taken by Government to check, through 
the Customs, any tendency to de facto dumping of goods 
exported from countries with a heavily depreciated cur- 
rency. With the mark at 2,000 or thereabouts,* the 
danger is one which all Dominion Governments have to 
face. 

The railways lost heavily as a consequence of the strike, 
and completed the year with an estimated accumulated 
deficit of nearly £43 million. Little anxiety is felt, 
however, in regard to their position, for they are in good 
hands, sweeping economies have been effected, and the 
Administration has already embarked upon a scheme of 
railway extension to cost about {4 million. 

The outlook for both general and railway finance is not 
discouraging, though much depends on future freedom 
from internal troubles. Distant mutterings are still to be 
heard, and it is not easy to say yet whether they are the 
last reverberations of the storm that is past or the first 
portents of the one that is coming. 


* The exchange at the time that this article goes to press is 3,910 marks 


to the pound and it has, during the last fortnight, been over 4,000 to the 
pound, 
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(b) Provincial Finance 


In no respect was the Constitution as set up by the 
South Africa Act more tentative and experimental than in 
the institution of Provincial Councils. They were clearly 
meant to function as local-governing bodies ; their powers 
of taxation were carefully defined ; the duties entrusted to 
their charge, like education, roads, bridges, hospitals and 
so forth, were of the local government type ; and at every 
point the power of the Union Parliament to interfere and 
override was jealously reserved. The executive head, 
the Administrator, was to be an officer with status and 
powers not very familiar in British institutions ; but he 
was clearly intended to be a Union servant and not the 
head of a Provincial cabinet. At every point the South 
Africa Act guards against any tendency on the part of the 
provincial authorities to regard themselves as units of a 
federation rather than as subordinate authorities using 
delegated powers. ‘The expectations of the framers of the 
Constitution have not been realised. The Provincial 
Councils have never been quite sure of their position. 
Sometimes they appear very like an English county council, 
at other times, with their political parties and whips and 
their legislative forms, they appear (and take themselves to 
be) Parliamentary bodies. But shrewd observers have all 
along maintained that experience of severe financial stress 
would force them to a truer understanding of their real 
subordination. It was foreseen that their resources, 
limited by statutory restriction, open at any time to raids 
from the Union Government, and lacking in the elasticity 
which those of Government possessed, would break down 
under the first real strain. Hence many South Africans 
have doubted the wisdom of leaving education to the 
charge of the Provincial Councils. They feared the risk 
to steady, balanced progress in education that might be 
incurred amid the ups and downs to which provincial 
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finance was exposed. The testing-time has now come, 
and under the pressure which the Union Parliament has 
felt compelled to put upon it the system of provincial 
finance has simply broken down. 

The Financial Relations Act of 1913, which has 
governed procedure in its main lines down to this year, 
instituted a partnership between Province and Union. 
The Union subsidy to each Province bore a proportion to 
the expenditure of the Province and to the proceeds of 
such taxation as the Province itself imposed. Certain 
Union revenues were also assigned to the Provinces from 
time to time. The system was not unlike that which 
operated in England until recently as between the Board 
of Education and the local education authorities. Its 
genera! effect was to encourage the local authority to raise 
money and to spend fairly freely. The system worked 
well when the need for checks on expenditure was not 
strongly felt; and although there were grumbles in 
Parliament as the amounts paid in subsidy to Provinces 
(and so surrendered beyond Parliamentary control) steadily 
grew, the system was continued while fair weather lasted. 

The Financial Relations Act of 1922 completely reverses 
the former practice. Its main effect is :-— 


1. To abolish the co-operative and substitute the block-grant 
basis. 


2. To fix the block-grant for 1922-23 at an amount I0 per cent. 
below that of the subsidy for the preceding year. 


3. To grant no new sources of taxation to the Provinces except 
in the variation of liquor licences. 

4. To deprive the Provinces of the right to tax natives, the Union 
Government, however, assuming responsibility for all further 
increase in the cost of native education. 


Parliament thus resumes control, and the result of its 
action is a threefold burden upon the Provincial Adminis- 
trations. They have to meet the deficit of their own 
shrinking taxation, to provide for development, and now 
to make good either by rigorous economy or by new 
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taxation, the ten per cent. reduction of subsidy which the 
new Act enforces. It is already clear that the larger 
Provinces are unequal to the task, and that they must 
come back to Parliament as suppliants. In the Cape the 
Administration’s first attempt to meet the situation took 
the form of proposals to increase taxation strictly within 
the limits of the Council’s powers. Public outcry com- 
pelled the withdrawal of these proposals, and a new one 
was substituted—a tax on sales. This met with an even 
more hostile reception, and as the tax was in effect indirect 
it could not be imposed without the approval of Parlia- 
ment. Feeling is so strong against any extension of the 
taxing powers of Provincial Councils that this second 
proposal has also been withdrawn. The ‘Transvaal 
Executive has made an abortive effort to impose a tax 
upon advertisements (whether as luxuries or amusements 
is not indicated), and has succeeded in passing an ordinance 
imposing a tax upon employers who employ more than 
eight persons at the rate of {1 per head of their employees, 
which is really only a thinly-disguised tax upon the mining 
companies. The probable effects of this tax in further 
embarrassing low-grade mines are viewed with grave 
concern. 

The popular outcry with regard to these various 
taxation experiments has not given evidence of sufficient 
consideration for the real difficulties in which the 
Provinces find themselves placed. There has been some 
disposition to refuse, whether by way of the Councils 
themselves, or through Parliament, all further help to the 
Councils, and to demand that they shall adjust expenditure 
to their existing resources. But it has become clear that 
no economies which are at once immediately practicable 
and non-jnjurious to weighty interests like that of 
education can bridge the gap. 

The demand for the abolition of Provincial Councils 
which has arisen from the situation is a squeal of resent- 
ment rather than the assertion of a considered policy. The 
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strong provincial feeling of Natal and the Orange Free 
State would probably make such a step impossible, and 
the Prime Minister has declared that his Government has 
no intention of abolishing Provincial Councils. 

Parliament has in the end been driven to adopt tempo- 
rary measures of relief in order to enable the Cape and 
Transvaal to carry on while some permanent remedy is 
being sought. It has given the Government power to 
make special advances to each of these provinces of {£200,000 
apiece, on the understanding that in the case of the Trans- 
vaal the Employers’ Tax will be dropped if the advance is 
accepted. Meanwhile the Government has undertaken to 
appoint a Committee to enquire into Provincial expendi- 
ture with a view to seeing what economies can be effected, 
and also to consider the question whether any alteration is 
required in the present allocation of sources of revenue. It 
may perhaps be regretted that the enquiry is not to have 
a wider scope, and to include an overhauling of some of 
the constitutional peculiarities of the Provincial system, 
more especially the existing method of constituting Pro- 
vincial executive committees, which imposes on the 
Administrator the task of wrestling with the discordant 
opinions of colleagues representing different parties (elected 
from the Council on the basis of proportional representa- 
tion), and at the same time obscures all questions of 
personal and party responsibility for measures adopted. 
But it may be anticipated that the limited enquiry now 
proposed will serve a useful purpose. 

It may probably be found that the charges of extrava- 
gance made against the Provinces arise very largely from 
failure to consider, along with the increase in Provincial 
expenditure, the very considerable increase in the range 
and efficiency of the services which the Provincial Councils 
control. There are many South Africans who, while 
holding that Provincial Councils are an obstacle to progress, 
and a hindrance to real national unification, would not care 
to support their abolition on a false issue, or on any other 
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ground than that of proved unsuitability to the conditions 
and needs of a Union such as ours. The present atmo- 
sphere is not at all a favourable one for the cool-headed 
discussion of the wider constitutional question. Few 
people show at their best when resisting taxation, and the 
dog that has tried to bite them may get scant justice. 


(c) The General Situation 


Preoccupation with economic questions has thrust purely 
political issues into the background. The process of 
converting Nationalism into an ordinary Opposition has 
been accelerated, and in the process a loose and somewhat 
uneasy alliance between Nationalism and Labour has 
emerged. The Government party itself is divided on 
economic issues. It includes both Free Traders and Pro- 
tectionists, a town interest and a country interest, a 
commercial interest and a manufacturing interest. But 
it has held together surprisingly well during a session of 
which the business has been predominantly economic in 
character. If it is true, as some prophets would have it, 
that a regrouping of parties along a cleavage of economic 
interest is inevitable, there are no well-marked evidences 
of it at present. Their non-appearance may be due in part 
to the return of a cautious optimism for which there is good 
justification. 

In gold mining the immediate effect of the great upheaval 
has been to restore freedom of action to the mine manage- 
ment. While the Mining Industry Board—appointed just 
after the strike—is still taking evidence, the mining houses 
are making fresh terms with the Mining Unions and are 
determining conditions of labour very much as they 
choose. The more distant consequences of their line of 
action we cannot calculate yet, but the immediate conse- 
quence is a return of hope and activity to the industry as a 
whole through the opportunity now afforded of making a 
more economic use of its resources. We can discuss the 
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prospects of a permanent settlement of the problems of 
labour when the Mining Industry Board has reported. 

The diamond market has also begun to revive, so with 
these fruitful sources of taxation again fully available our 
hopes for the year become more sanguine. 

But the experiences of the last few years have served to 
impress deeply upon the public mind the conviction that 
the country can never be stable, either socially or economi- 
cally, so long as its life is exposed to the violent ups and 
downs which follow from its dependence upon fluctuating 
industries of this type. 

The attempt has now to be made to approach the real 
South African problem, the establishment of a permanent 
and stable economic order which can sustain the weight 
and support the life of a growing civilised community. It 
has fallen to the lot of General Smuts to lead the attempt, 
and he loses no opportunity of expounding his doctrine. 
The task appears no easier from closer analysis, but he is 
helped by the increasing appreciation among all classes of 
its great complexity and of the need for its comprehensive 
treatment. The fanatic and the single-remedy enthusiast 
are giving place to the systematic thinker and the long- 
sighted organiser. Even the short-range exploiter, the 
bane of South Africa, finds less scope and sympathy for 
his operations than he did. 

In the form in which the Prime Minister puts the pro- 
gramme it appears to fall into three parts :— 

1. Increased use and development of the country’s 
material resources by way of (a) encouragement to agri- 
culture, (b) founding of new industries. 

2. Controlled immigration of Europeans of good quality 
and economic status. 

3. Improvement of the quality of the existing white 
population, especially in the lower ranks. 

The first of these aims has been vigorously pursued 
during the present session, and substantial progress has 
been made, especially in respect of agriculture. One 
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happy effect of the recent fusion of parties has been to 
increase the town member’s sympathy with and under- 
standing of agricultural needs, and the new Minister of 
Agriculture, Sir Thomas Smartt, has won golden opinions 
from all sides. 

In the development of industries the way is less clear, for 
there is little agreement as yet upon fiscal policy ; but two 
important measures have been passed, an Electricity Act, 
which provides for the organisation and the control of the 
supply of electric power throughout the Union, and an Act 
enabling the Government to grant bounties for a term of 
eight years on iron and steel produced in the Union from 
Union ores. 

The second and third sections of the programme sketched 
above may be resolved into one if we take their common aim 
to be a great increase in both the producing and consuming 
capacity of the European population. Upon the subject of 
European immigration General Smuts has recently declared 
himself with less reservation than he was wont to show. 
The land, he sees, must be effectively occupied, and there 
are considerable sections of the existing population which 
are not capable of doing it. He rejects with curt dismissal 
the proposal of a recent Unemployment Commission to 
make yet another costly attempt to settle the “ poor 
whites ” onthe land. Such efforts are entirely uneconomic, 
and the destiny of the poor white class is not that of land- 
holding economic producers. Once the land is effectively 
occupied this class will find its place either as dependent 
cultivators or as skilled or semi-skilled workers in town 
industries working to meet the demand set up by vastly 
increased purchasing power in the country. 

Less has been heard in Parliament of the other side of the 
matter, the actual improvement by thoroughgoing educa- 
tional measures of the poorer white population. It is here 
that the cleavage between Union and Provincial Govern- 
ments becomes a misfortune. The educational side of the 
programme belongs mainly to the Provinces, and their 
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work comes back upon Parliament mainly in the form of 
increased demands for money. Parliament, hard pressed 
for funds, is apt to miss the unity of its more purely 
economic work with the educational side which is under the 
care of the Provinces. In consequence a demand is growing 
up for the summoning of a representative National Con- 
ference to consider the whole economic future in all its 
aspects and hammer out a comprehensive scheme of co- 
operation. Whether this expedient could restore the unity 
of vision which constitutional arrangements turn asquint 
we cannot tell, but it may well be tried. The public mind 
is really aroused, as numerous conferences, press articles, 
speeches and debates indicate, and there is a hopeful 
prospect that with the Prime Minister’s inspiration—the 
spectre of separation having been laid—we may arrive at 
a policy which will afford the first real basis for an all-South 
African co-operation that we have yet had. 


II. THe Union anp SouTHERN RHODESIA 


HE possible entry of Southern Rhodesia into the 

Union has a direct bearing on the question of the 
relation of the Union and Provincial administrations. 
The inclusion of Rhodesia will help to entrench the Pro- 
vincial system, especially as many Rhodesians feel that they 
have more in common with Natal, the protagonist of the 
federal idea, than with the other Provinces. 

The Southern Rhodesian question was discussed in the 
last December number of Tue Rounp Tasie* at some 
length. At that time Rhodesian delegates were in London 
discussing with the Colonial Secretary the form of respon- 
sible government to be put before the electors at the 
coming referendum. The draft Letters Patent embodying 
this constitution were published in January, 1922. In the 


* Tue Rounp Taste, No. 45, December, 1921, p. 193. 
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main the recommendations of the Buxton Committee have 
been adopted. There is to be a ministry of six responsible 
to a single-chamber legislature, with the possible addition 
of an upper house later on. Most of the clauses call for 
little comment. The list of measures reserved for the 
expression of H.M. pleasure includes, however, certain 
special reservations necessary from “the peculiar history 
of the country.” All laws relating to the collection and 
allocation of mining revenue or the imposition of special 
taxes on minerals are reserved, to safeguard the position of 
the B.S.A. Company which owns the minerals. This has 
been done expressly because the Cave Commission, whose 
Award governs the whole financial situation, allocated the 
mining revenues in a certain manner, and also because the 
Judicial Committee of the Privy Council pointed out that 
the absence of any provision for a refund of its expenditure 
to the Company in its various agreements with the Crown 
was due to the fact that the Company “ had extensive 
mineral interests, which might under a good administration 
of the country, become highly valuable.” Bills affecting 
the railway companies, in which the Chartered Company 
holds a predominating interest as an offset to its heavy 
liabilities, are also reserved until the Rhodesian legislature 
shall adopt as much as is possible of the British Railways 
Act of 1921 which provides for a Rates Tribunal. 

As touching the Native administration, the existing 
satisfactory system is to be maintained. The extensive 
powers held by the High Commissioner are to be retained, 
though how far they can be exercised in a self-governing 
colony remains to be seen. Provision is made for the 
future establishment of Native Councils on the South 
African model. 

In two directions at least marked departures have been 
made from the Buxton Report. First, the tripartite Land 
Board is to be replaced by a Crown Land Agent, who is to 
dispose of the Crown Lands “at such prices as may in 
all the circumstances be in his opinion fair and reasonable ” 
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and to pay over the net proceeds to the Company in liqui- 
dation of its claims under the Cave Award. Secondly, the 
initial debt, which Southern Rhodesia must assume is cut 
down from about {1,500,000 to some £1,100,000, that is, 
£831,000 for public works and buildings, presumably less 
depreciation for three years, and two Imperial loans of 
£150,000 each. 

The terms on which Southern Rhodesia may become 
a self-governing colony are thus precisely stated. The 
terms on which she may enter the Union are as yet un- 
known.* A Conference of the two Rhodesian parties with 
the Union Government sat with closed doors in Cape Town 
from April3 toApril 18. Delegates from Northern Rhodesia 
were also present, though naturally their interest in the 
proceedings was of an indirect nature. At the close of the 
Conference, a short official statement was issued, which 
showed the very wide range of subjects discussed, but 
which merely conveyed a few hints as to the actual terms 
suggested. It could not do more. The Conference was 
not intended to take binding resolutions, but merely to 
explore the ground and to find out the limits beyond which 
none of the parties would go. Finally, the Union Govern- 
ment pointed out “ that its memorandum of terms would 
be prepared after the Conference, but was dependent 
on an agreement with the Chartered Company being 
reached on the land and railway questions.” 

The Referendum campaign began with the return of the 
delegates to Rhodesia. It is now possible to state some 
at least of the proposals made at Cape Town. The Union 
Government evidently regards the acquisition of the Crown 
Lands and of the Chartered Company’s 85 per cent. 
control in the railways as essential. The acquisition of 
the mineral rights is described as “ highly desirable” but 
as by no means vital to the scheme. 


* The terms have been made known:since this article was written. The 
principal terms are set out in the Appendix. 
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The acceptance of official bilingualisms, that béte noire of 


the Rhodesians, is also made a sine qua non. No other 
course is open, as this principle is specially entrenched in 
the South Africa Act. It may be suggested, in passing, 
that Rhodesia’s fears in this respect are largely imaginary. 
Natal, the most “ English” portion of the Union, experi- 
ences very few inconveniences as a result of its application. 

The Union Government reserves its decision on the 
question of Rhodesian representation in Parliament. 
Relying on the analogy of the Orange Free State and Natal 
at the time of Union and also on the suggestions made by 
the late General Botha during his visit to Rhodesia in 1914, 
the pro-Union delegates at least seem to have expected 
17 members in the Assembly and the customary 8 in the 
Senate. Apparently 10-12 seats are offered in the lower 
House and only 2 in the Upper.* ‘Twenty members are 
proposed for the Provincial Council. The Union Govern- 
ment, mindful of its promise, has been at special pains to 
point out the large amount of decentralisation which is 
possible under the South Africa Act. 

On the closely allied questions of Land Settlement, 
railway extensions and Finance, the proposal is, first, to 
set up a special Rhodesian Land Board to dispose of the 
Crown Lands and thus, in a measure, to control immigra- 
tion, a matter of first-rate importance to all parties in such 
a thinly-populated country. Secondly, there has evidently 
been much discussion of railway extensions at the Con- 
ference, mainly upon the linking-up of the Salisbury-Beira 
line with the Northern Rhodesian line at Kafue. The Union 
Government, the Rhodesians and the Company are obvi- 
ously anxious for some such connection to draw the produce 
of Northern Rhodesia and the Katanga southwards, before 
the proposed completion of the Benguella line draws 
much of the traffic to the west. The “ Responsibles ” 
even argue that the necessity of safeguarding their own 


* The actual terms are more generous in this respect than is here 
anticipated. 
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interests will speedily compel the Rhodesian railway com- 
panies—in other words, the Chartered Company—to build 
this link, and, further, that the desire to secure railway 
rights-of-way through Southern Rhodesia may prompt the 
Union to offer better terms. However this may be, in the 
event of union, South African railway rates will be 
extended to Southern Rhodesia, a prospective advantage 
which is one of the strongest arguments in favour of 
union to the Rhodesian mind. 

Thirdly, as touching Finance, the delegates naturally 
pressed for a special grant, similar to that already made to 
the smaller Provinces of the Union. ‘They also strongly 
urged the necessity of money for public works and develop- 
ment, for, though Southern Rhodesia has paid its way since 
1908 and has triumphantly emerged from the last two 
financial years with substantial surpluses, very little has 
been available for capital expenditure beyond two Imperial 
loans of £150,000 per annum. ‘The slump, and notably the 
fall in the price of mealies, has now hit Rhodesia, and this 
fact, coupled with a very dry season, has prompted the 
Treasurer to budget cautiously during the current year for a 
fall in revenue which will eat up most of the recent surplus. 
On the other hand, there are already signs of better times all 
over South Africa; there is no doubt that by additional 
taxation Rhodesia can more than make good any possible 
shortfall ; while her inability to raise loans for development, 
either in London or elsewhere, is by no means so certain 
as is suggested in some quarters, once she has achieved self- 
government. But when all is said and done, Rhodesia wants 
development on as cheap and easy terms as possible. The 
Union’s credit is excellent, and the virtues inculcated by the 
old text, “ Bear ye one another’s burdens,” make a strong 
appeal to many north of the Limpopo. 

The Union Government has declined to bind itself in 
advance to any specific railway and other development 
schemes. It proposes instead to give Southern Rhodesia 
£500,000 a year for ten years for general development pur- 
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poses. ‘This gift horse is, however, keenly regarded in the 
mouth by the “ Responsibles,” who urge that with the 
transference of Rhodesia’s general revenue to Pretoria and 
the increased taxation due to the loss of the Rhodes Customs 
clause and the raising of the Income Tax to the Union level, 
the balance will, if anything, be against Rhodesia. But it 
must be pointed out that they have omitted to note that 
those portions of the revenues which are raised for Pro- 
vincial purposes would still go to Salisbury, and that the 
extension of Union railway rates to Rhodesia will entail a 
serious loss in revenue, in the early years at least, to the 
Union railway administration. 

The fact that the Union Government was unable to lay 
before the Conference its final offer of terms has evidently 
disappointed many of the delegates. But this delay has 
been unavoidable. Soon after the Conference met, the 
Union Government opened negotiations with the Chartered 
Company. Complications at once arose. Their nature is 
best described in the Prime Minister’s own words :— 


It does not seem impossible that the Union Government and the 
Chartered Company may be able to come to terms, but the questions 
are very difficult. The questions at issue involve practically the 
whole history of Rhodesia. . . . But that is not the only difficulty. 
The Imperial Government is also involved in this matter... . The 
discussions are now going on between us and the Chartered Company 

. . and we are also negotiating with the British Government. . . . 


The questions involving the Imperial Government in these 
negotiations obviously arise out of the disputed interpreta- 
tion of the Cave Award. It is also shrewdly suspected that 
the Imperial counter-claim for a refund of the {1,212,000 
advanced to the Chartered Company towards its late war 
expenses also enters into these problems. Whether or no 
this be the case, the Company has protested against the 
piecemeal liquidation of its claim under the Cave Award as 
the land is gradually sold. It demands cash payment by the 
Imperial Government with interest as from March, 1918 
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(the arbitrary date on which the calculations of the Cave 
Commission terminated), as soon as it loses control of the 
administration of the Crown Lands. Acting on high legal 
advice, it threatens litigation. The Colonial Secretary is, 
however, advised by the Law Officers of the Crown that this 
claim is “ without foundation.” 

If this question is merely one between H.M. Government 
and the Company, it need not delay the Rhodesian referen- 
dum. But pro-Unionists and Company men still dwell 
on the well-worn threat that this payment, in the event 
of the Company making good its case at law, will be ulti- 
mately charged against Southern Rhodesia. The proposal 
that self-governing Rhodesia should assume the admini- 
strative deficits as a public debt dates from Rhodes’ state- 
ment to the shareholders in 1898. The Judicial Committee 
of the Privy Council in 1918 observed that 


it is not surprising that it (the suggestion) met with no support from 
the Crown. .. . ‘The Queen’s Government refused to relieve itself 
of an Imperial liability by transferring it to a local population still 
imperfectly organised. It is possible that this refusal was not 
intended to be final... . The matter remained one between the 
Company and the Crown. 


The Rhodesian drafting delegation came away from their 
interviews with the Colonial Secretary and the Law Officers 
of the Crown convinced that, even if the Company won its 
case, the payment could not fall on Southern Rhodesia. On 
the other hand, the Under-Secretary for the Colonies has 
recently stated that the draft Letters Patent were “ pre- 
pared on the basis that, should they come into operation, 
no liability of a financial kind would fall on H.M. Govern- 
ment,” other than the £831,000 due to the Company under 
the Charter for public works and buildings. 

A Referendum Ordinance, introduced by a private 
member, has been passed by the Southern Rhodesian Legis- 
lative Council. The Government disclaimed all respon- 
sibility on the ground that the Colonial Secretary had 
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suggested that discussion be deferred to a special session. 
Rhodesians of all parties are, however, averse to delay. The 
rainy season is due in November and for five months 
thereafter a referendum will be impossible. At General 
Smuts’ request the date before which the Union terms 
are to be presented has been advanced from June 30 to 
July 31. On this understanding provision is made for 
the referendum before October 31 either on the alter- 
natives of Responsible Government and Union, or, in the 
last resort, on Responsible Government alone. The referen- 
dum campaign is now proceeding. It has been arranged 
for General Smuts to pay a visit to Rhodesia early in 
August and “ Responsibles ” are bidding their supporters 
steel their hearts in advance against his blandishments. 
Meanwhile the session of the Union Parliament has 
closed (July 19) without publication of the terms of the 
offer to be made by the Union Government to the people 
of Rhodesia. In the debate on the Appropriation Bill 
two days before the session ended General Smuts explained 
that, though the negotiations with the Chartered Company 
and the Imperial Government were approaching conclu- 
sion, it was not yet possible to publish the terms of the 
Government’s offer. The terms would be published after 
Parliament had been prorogued so that the people of 
Rhodesia would see the terms before their referendum in 
October. ‘The final decision, as far as the Union was 
concerned, would still rest with Parliament. This an- 
nouncement evoked an emphatic protest from Dr. D. F. 
Malan, acting at the time as Nationalist leader, who 
described the procedure which was being followed as 
“extremely autocratic.” He could not, he said, conceive 
of the terms of the Union Government being final for 
Rhodesia without being final as far as the Union Parliament 
was concerned. This protest will probably find some 
echo among the ranks of the Government’s own supporters. 
Publication of the Union’s terms will certainly be the signal 
for a fuller public discussion than has hitherto been possible. 
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As far as public opinion in the Union can at present be 
gauged, it may be stated that the Nationalists are against 
the incorporation of Rhodesia for obvious reasons, while 
Labour is also inclined to oppose it for fear of strengthening 
the $.A.P. majority, which has just been reduced by the 
election of Colonel Creswell—an election in many ways 
welcome to men of all parties—for a Natal seat. Nearly 
all of us, however, echo General Smuts’ statement that 
we want a willing Rhodesia or none :— 


We are friends, we mean to remain friends, and we shall do nothing 
to put undue pressure on you or to appear to force you into union.... 
We shall always look upon you as members of the South African 
family, whether we are one country or whether we are two. 


All the more, then, are South Africans prepared to look 
askance at anything savouring of pressure, from whatsoever 
quarter it may come, in a matter which primarily concerns 
themselves and the Rhodesians. 


South Africa. July 21, 1922. 


APPENDIX 


The Union’s Terms 


The following are the principal terms offered by the Union 
Government for the entrance of Southern Rhodesia into the 
Union as they appeared in “ The Times” of August 2 last :-— 


Southern Rhodesia will be the fifth province of the Union and will 
be known as Rhodesia. English and Dutch will be the official 
languages and will enjoy equal rights. 

Rhodesia will send ten representatives to the House of Assembly, 
but provision is made for increasing this number to seventeen as the 
population of the new province increases. Rhodesia will at first 
have four elected and one nominated Senators, but provision is made 
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for an ultimate representation in the Senate of eight elected and two 
nominated members. 

The Provincial Council will consist of twenty members and will 
be similar to the Councils of the other provinces comprised in the 
Union. 

In addition to the usual provincial subsidy Rhodesia is to get 
a special subsidy of {£50,000 a year for ten years as compensation 
for the abolition of the Rhodes Clause. [This clause guaranteed 
lower customs duties on goods of British origin (other than tobacco 
and intoxicating liquors) than those now existing in the Union.] 
The Union taxation system will apply, but for a period of three years 
income tax exemption as at present granted in Southern Rhodesia 
will remain in force. 

A development grant of not less than {500,000 a year for ten 
years is to be devoted to capital expenditure on development such 
as railways, public works, irrigation, land settlements, telegraphs, 
roads, bridges, and other development purposes. The Rhodesia 
and Mashonaland railways are to be taken over, and also the other 
railway rights of the Chartered Company. The Union rates and 
fares will be charged throughout Rhodesia. Special attention will 
be devoted to the port of Beira as the principal outlet for Rhodesian 
traffic. 

Crown lands will be freed at once of charges in respect of the debt 
due to the Chartered Company, and a Land Settlement Board con- 
sisting of Rhodesians will be appointed, the funds for which will 
come out of the development grant. The mineral rights of the 
Chartered Company will be acquired by a mutual agreement with 
the Company at a later date. In the meantime the present royalties 
will continue to be paid to the Company. The Rhodesian mining 
law and regulations will continue in force after the incorporation of 
the province in the Union. 

The public service will become part of the Union service. All its 
existing and accruing rights will be secured, and additional rights 
and assurances as to the future will also be granted. The same 
provision applies to the Chartered Police and railway servants. 

The existing defence system will continue until there has been 
time to consider how best to apply the Union system. There will be 
no restriction on the movement of Europeans as between Rhodesia 
and the other Provinces of the Union. With regard to the move- 
ments of other than Europeans, the existing restrictions in force in 
the Union will apply. 

No recruiting in Rhodesia of labour for other parts of the Union 
will be allowed. The existing municipalities will get as a free 
endowment the transfer of land set aside for them as commonages.— 
Reuter. 
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NEW ZEALAND 


O a much greater extent than is usually the case, 

thought and discussion in New Zealand, during the 
past month or two, have been centred on our own broad 
internal problems, and comparatively little attention has 
been paid to the confused international situation. Party 
politics too, and relatively contentious issues, are also in the 
background, and the centre of the stage has been occupied 
more by internal issues, of which the chief perhaps are the 
problems of public finance, the labour problem and wage 
readjustment, the Meat Pool and similar suggested organisa- 
tions in regard to other primary products, and the immi- 
gration question. 

Like most other countries, too, we are in the midst of a 
process of deflation, and of attempted readjustment down- 
wards of prices and wages, while we are also, after the 
experience of a post-war boom, finding great difficulty in 
making ends meet. Under the grinding pressure of taxa- 
tion we are seeking for economies in expenditure and 
administration, and, allowing for all differences in outlook 
and economic conditions, our problems are analogous to 
those which are being faced in Britain and other similarly 
organised states in the attempt to reach a position of 
economic stability after the upheavals of recent years. 





Immigration 


I. IMMIGRATION 


HE war has created for the people of the Home 

Country many new problems of first-class magnitude, 
amongst which that of the pressure of surplus population 
has for some time been recognised both at Home and in 
the Dominions as of the utmost gravity. It appears to 
thoughtful New Zealanders that there is every probability 
of the British population proving actually redundant even 
when a condition of stability has been reached in the post- 
war situation, for while it is here felt that Britain will 
recover many of her lost foreign markets, it is recognised 
that the population position is quite different from that 
at the conclusion of former wars. After Waterloo, for 
instance, though there was for a time congestion and 
unemployment, the position righted itself and the popula- 
tion increased rapidly, for Britain was then industrially 
without peer. At the present time, however, it is recog- 
nised that there are several highly industrialised nations 
which have emerged from the world war in a state of 
relative superiority, and some re-orientation of world 
markets, to the disadvantage of Britain, must be faced. 
Public opinion, therefore, is being prepared to consider the 
problem of intra-imperial migration on the great scale, 
though the difficulties of the situation are perhaps as yet 
not fully understood. 

For many years opinion in this country on immigration 
has been sharply divided, the farmers and employers 
generally standing for an immigration policy, and Labour, 
instinctively self-protectionist, opposing it. In the long 
period of Liberal-Labour rule from about 1891 to 1906, 
Mr. Seddon, relying for power partly on the Labour vote, 
was obliged to defer to Labour opinion on the immigration 
question, and we may say that in this period little was 
done, nor, indeed, was the problem urgent from the 
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imperial or any other point of view. For many years we 
have relied on immigration for a fair proportion of our 
skilled artisans, and in a small way the Government has 
assisted, by differential passenger rates, to bring to the 
Dominions persons suitable for farm and domestic work ; 
but this obviously was merely in some measure an attempt 
to cope with labour shortage in this country, and in no 
sense an attempt to solve the problem of the mal-distribu- 
tion of population throughout the Empire, which is, 
indeed, just taking shape. 

Notwithstanding the fact that for the first time in 
recent decades this country is really in the throes of an 
unemployment problem on a fairly extensive scale, a strong 
feeling is met with in some quarters, though as yet in 
advance of general public opinion, that immigration should 
be dealt with as part of the imperial issue. 

This found vigorous expression quite recently in the 
following statement by a well-known business man. In 
his presidential address at the annual meeting of the 
Wellington Central Chamber of Commerce on October 26, 
-1921, Mr. A. Leigh Hunt said :— 


There are those who will tell us that immigration should be 
stopped because of the passing financial cloud. Such men are not 
Empire builders, and their view-point will never make our Dominion 
the nation others believe it is destined to be. For defence purposes 
alone we must have immigration, and in a far greater degree than 
hitherto. We have no right to this fair country, if we do not attempt 
to populate it. 

British statesmen in recent cables stress with no uncertain voice 
that England’s unemployment troubles and the defenceless state of 
Australia and New Zealand make it imperative in the interests of 
all that a transference of a portion of the population of the Old Land 
is an urgent Empire question. Apart from defence, our need for 
more people is apparent on every hand. Our heavy burden of 
taxation, our great need to increase our production, and the great 
natural sources of wealth which remain untouched, all place the 
question beyond dispute. 

Even supposing our great farming industries and our manufac- 
turers are fully manned, which they are not, we have a field of 
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potential wealth in our deposits of iron, coal, copper, marble, slate, 
asbestos, pigments, etc., also such industries as paper making, wool 
scouring, fishing, and also beet-sugar production. 

If, with a progressive policy of immigration, we can arrange for 
the investment of British capital, as seems to be quite possible, 
then we will be entering a period when we will be commencing to 
develop our richly endowed country in real earnest. 


This pronouncement can be taken as an expression of 
the population-inflationist case at its best, and it is charac- 
terised by that naive quality which so impresses and amuses 
foreign visitors who study our type of imperial thought, 
a happy blend of altruism and cupboard love. We are going 
to afford living-room to our congested brethren from the 
Old Land, at great advantage and profit to ourselves ; but 
there are many difficulties in the way, and some inaccuracies 
in contemporary thought, as disclosed by the passage 
quoted, that will have to be faced and settled. 

_The principle that should govern our policy, it is felt by 
many, is as follows. While our immigration policy must 
not lose the imperial point of view, it must be based 
primarily on the needs, economic and political, of our own 
country ; and where the needs of New Zealand and of 
Britain come into apparent conflict in matters that are not 
vital to imperial existence and honour—and they frankly 
do in some instances—then it is the plain duty of our 
rulers to study our own country first. Precedents for this 
essentially reasonable and common-sense attitude are not 
lacking. In tariff matters, for instance, our policy is in 
frank opposition to the interests of England, which, being 
a manufacturing nation, would naturally be more pleased 
if we were to rest content with our status as an outlying 
supply station for raw materials, buy our manufactures 
from her, and send her our raw materials in exchange. 
We do not choose to adhere to this policy, and we have the 
undoubted right, here as elsewhere, to work out our salva- 
tion in our own way, being bound to make imperial interests 
paramount only when they are clearly of supreme import- 
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ance. The same considerations, it is suggested, should 
guide our immigration policy. 

It does not appear, in view of all the circumstances, that 
such interests would be imperilled by our adherence to our 
traditional cautious immigration policy. We are the 
smallest of the Dominions, with practically no unoccupied 
land, as against Canada and Australia, with huge stretches 
of empty country, and powerful neighbours, potential 
enemies as well as potential friends, immediately adjacent. 
Unlike Australia, we have but little waste space to people, 
nor are we an empty continent with several bloated, over- 
congested cities, thus presenting irresistible temptation to 
sorely pressed neighbours who have outgrown their terri- 
torial limits. In any event we could not receive a large 
immigration in a short time, we could not supply the land 
on which added population could settle en masse, and our 
absorptive capacity is probably limited to a few thousands 
a year. 

In this country practically all the land is in private 
ownership, there is little unalienated Crown land left, the 
best land is already settled, there has for years been 
a cry for the release of farming land for our own popula- 
tion, and the prospects for further pioneer farming are not 
exactly roseate. Our unsettled lands now are poor and 
remote, and if they are to be settled, must be settled by 
men of a picked type with capital, farming experience, and 
grit. There is little evidence that the type of immigrant 
we should receive is of this class, and much probability 
that he is not. The kind of man likely to come out here 
is the artisan or clerk who sees little prospect of steady 
employment under the conditions at present prevailing 
and likely to prevail in England. While such people are 
quite desirable citizens, it is plain that they are not in 
possession of the experience, the capital, or the desire to 
break in “ back-block ” country. 

These are the popular objections, but they are bound 
ultimately to be reinforced by others of a less obvious 
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character. It is true that New Zealand is a mineralised 
country, but there is at present no proof that these minerals 
are commercially exploitable on the large scale. Even 
if they were, people cannot live on potential wealth, 
and it would take much expenditure of capital both to 
test our natural resources and to bring them to the 
stage where, assuming them to be in fact utilisable on 
a commercial scale, they could support a large popula- 
tion. We are not at present a great manufacturing 
country, and it is doubtful if we ever could become one, 
or whether, from a humanitarian point of view, it would 
be worth our while to try to become one. There is 
nothing intrinsically attractive in industrialism and much 
that is repulsive. It means factory, slums and social 
problems; it means poverty, hunger and dirt, at all 
events, if the precedent of other industrial nations can be 
relied on, and New Zealand has never shown much enthu- 
siasm in this direction. Yet it seems clear that only an 
industrialised state can develop a large population, and 
that relatively agricultural communities carry a population 
much more sparse, but with a higher standard of life. We 
could, many think, do Britain a better turn if, instead of 
trying to attract part of her factory population to start 
competing manufacturers under a high tariff, we kept our 
tariffs down, and assisted her by buying from her manu- 
facturers, thus enabling her to maintain her own population 
at home. This appears to be the view of many respon- 
sible men at home, and while not prevalent out here at 
the present time, it may easily gain ground. 

New Zealand will not shirk her duty in regard to a popu- 
lation redistribution within the Empire, but the urgency 
of the need must first be made apparent, as far as this 
Dominion is concerned, and many preliminary problems 
must be raised and discussed before anything approaching 
unanimity of opinion can be attained. 





New Zealand 


II. Tue Lasour S:iruation 


EW ZEALAND has not escaped the stream of 

unrest and unsettlement that has swept over the 
world in recent years; and though, owing to our remote- 
ness from the storm centres and the nature of our national 
life, we have avoided the main currents, nevertheless 
considerable perturbation has been felt here and, as was 
pointed out in the March number of Tue Rounp Taste,* 
this general social unrest has become involved with the 
Irish question. There seems to be no connection in 
principle between Bolshevism and Sinn Feinism, except 
that both are enemies of the Empire and have in common 
the desire to injure it. 

The post-war unrest is understandable enough, and has 
perhaps been inflamed by the rigid censorship of literature 
instituted and carried out by the Government, and ad- 
ministered, as such bureaucratic expedients are apt to be, 
in such a manner as to cause considerable dissatisfaction. 
While the censorship probably has the approval of the 
mass of the people, it is considered in many quarters that 
it actually does more harm than good, that it advertises 
and makes prominent the banned publications to an extent 
out of all proportion to their real importance, and that in 
any case it is futile, as forbidden publications do come 
into the country and are in fact freely though surrepti- 
tiously circulated. The prohibition exercised, however, 
has been of so capricious a character that more than one 
of the university teachers of economics has felt bound to 
point out that important works in social science could not 
be obtained here for scientific purposes, though apparently 
in free circulation in other parts of the world. 

There is not much probability of the Bolshevist menace 
obtaining a serious hold in New Zealand, and its impor- 
* Tue Rounp Taste, No. 46, March, 1922, pp. 462-3. 
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tance is probably exaggerated by the Government and the 
public at large. For one thing, the grievances of the people 
of this country are relatively trivial, and we have, to the 
knowledge of everybody, enjoyed a much higher level of 
prosperity and standard of life than have obtained else- 
where in recent years. Further, the population of New 
Zealand is evenly distributed and not urbanised to the 
same extent as in highly industrialised countries, and it 
appears to be among excitable urban crowds that revolu- 
tionary movements take root and spread. New Zealand 
is predominantly a farming country ; its four largest towns 
are fairly equal in size and importance, and population is 
very evenly spread. According to the last census returns, 
the population of New Zealand (excluding natives) as in 
April, 1921, was 1,218,913, while that of the four principal 
urban centres was as follows :—Auckland, 157,757; Welling- 
ton, 107,488; Christchurch, 105,670; and Dunedin, 72,255. 
The result is that the country districts exercise a powerful 
restraining influence and, as past experience shows, would 
probably be too strong for the city proletariat in a trial of 
strength. Finally, the leaders of the extreme wing of Labour 
are not natives of the country. They have arrived here after 
a career of agitation in countries with problems of a more 
pressing and desperate nature than ours, and when they 
get on to the platform and advocate desperate remedies for 
diseases which their audiences know are not desperate 
enough for such treatment, they are received with scep- 
ticism not unmingled sometimes with amusement. The 
working men will usually vote for such men at the polls 
on general principles of Labour solidarity, but will not be 
stampeded by them into extreme courses. The recent 
history of this country, and the plaintive complaints of the 
Labour leaders and their official organ, seem to establish 
this beyond doubt. It is probable that social unrest will 
die away with returning prosperity, and it can be said with 
confidence that there is no strong revolutionary party in 
New Zealand. 
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The chief source of social unrest and disaffection has 
recently been the Sinn Fein element, a section whose 
attitude caused some criticism during the war, and who 
have since become more militant with the progressive 
exasperation of the Irish problem. The trouble came to a 
head in connection with the last St. Patrick’s Day celebra- 
tions over the new status of Ireland. Speaking at a meet- 
ing at Auckland on St. Patrick’s Day, Dr. Liston, Coadjutor 
Catholic Bishop of Auckland, delivered a violent diatribe 
on Irish affairs generally, and on the 1916 rebellion in 
Ireland in particular, in which, after the customary 
references to “ martyrs for the cause,” etc., he described 
his countrymen in vague terms as having been “ murdered 
by foreign troops.” This address aroused intense feelings 
of disapproval in Auckland and throughout the Dominion, 
and elicited a prompt and vigorous rejoinder from the 
Mayor of Auckland, which was echoed throughout the 
country. The Bishop meanwhile remained silent, until 
finally the Government announced its intention of prose- 
cuting him for sedition. Hereupon the Bishop addressed a 
lengthy and somewhat unconvincing explanation of his 
speech to the Prime Minister, stating, inter alia, that he 
had been misreported, which to some extent was doubtless 
true. The Government, however, persisted, and the Bishop 
was brought to trial at the criminal sessions of the Supreme 
Court at Auckland. The burden of the defence was that 
the words, “‘ murdered by foreign troops,” referred to lives 
lost, not in the Easter rebellion, but in the reprisals of the 
“‘ Black and Tans.” ‘This was supported in the Judge’s 
summing up, and the jury added the following rider to 
their verdict, which was approved by the Judge :— 


We consider Bishop Liston was guilty of a grave indiscretion in 
using words capable of an interpretation so calculated to give offence 
to a large number of the public of New Zealand, and we hold that 
he must bear the responsibility in part at least for the unenviable 
notoriety that has followed his utterance. 
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Though a conviction was not secured, the action of the 
Government in prosecuting was generally approved through- 
out the country, and should constitute a valuable and 
salutary check on the promulgation of similar sentiments 
from any section of the community in the future. 

The Labour party recently has received some accession 
of strength owing to the projected adherence to it of certain 
sections of civil servants who have hitherto stood outside 
its ranks, but who, in view of the attitude of the Labour 
members in Parliament on the question of salary reduction, 
which was dealt with in the last number of Tue Rounp 
Tasiez,* have shown a disposition to affiliate with the 
official Labour body. This body is now styled the Alliance 
of Labour, and arose some five years ago among the trans- 
port workers, and has since extended to embrace iron 
workers, miners, seamen, waterside workers, tramwaymen, 
drivers, and those employed in the refrigerating and allied 
industries. Its present strength is estimated to be between 
40,000 and 50,000 men, and it includes the Amalgamated 
Society of Railway Servants. This latter body is not 
inclusive of all the railway workers, for the engine drivers, 
firemen and cleaners (the E.F.C.A.) have their own organi- 
sation, between which and the A.S.R.S. there is consider- 
able friction, and there is in addition the Railway Officers’ 
Institute, which appears to embrace the executive section 
of the service. No objection seems to have been raised by 
the Government to the amalgamation of the A.S.R.S. with 
the Alliance of Labour. 

Quite recently the Post and Telegraph Officers’ Associa- 
tion was announced as a new affiliate to the Alliance of 
Labour. This service for some time has been seething 
with discontent. The steady rise of prices in the war 
period and the slower rise of wages cut into the men’s 
standard of life, and put a considerable strain on their 
loyalty, and to crown this, when there appeared some 
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prospect of prices beginning to fall and of the men “ getting 
some of their own back,” the crucial position of the 
national finances, alluded to elsewhere in this article, forced 
the Government to reduce wages. There is no doubt 
that the Government took this necessary step with very 
great reluctance, but it was at once seized upon by the 
Labour leaders, who exploited the situation to the utmost 
of its possibilities in the interests of the party, with the 
result that the executive of the Post and Telegraph Officers’ 
Association, after a ballot of members endorsing its policy 
by 4,379 votes to 1,973 on an issue of 7,362 voting papers, 
announced its formal intention to affiliate. 

This decision aroused intense hostility in business circles 
and among non-labour people generally, and the Govern- 
ment responded to the popular expression of feeling with 
commendable promptitude, by forbidding peremptorily 
the intended affiliation. It was not suggested that such 
action was illegal, but the Government made it clear that 
in an arterial Government service of such importance, and 
in possession of so much confidential information as the 
Post and Telegraph Department, it would not permit its 
men to be affiliated to an outside organisation, thus putting 
the service to an indefinite extent under the dictation of 
an outside body, impairing the authority of the State, and 
rendering communications liable to a stoppage through 
sympathetic strikes and party pressure. ‘The abstract con- 
tention of the officials that the men had a legal right to 
make what affiliations they chose was brushed aside, and 
the matter became a test of relative strength. 

It would seem that the executive of the Post and Tele- 
graph Officers’ Association is in some doubt as to the 
extent to which solidarity within the ranks of the Associa- 
tion, the elements of which are very composite, would be 
maintained. If they were substantially unanimous and 
determined they could hardly be successfully coerced ; but 
the ballot figures disclose a considerable dissentient mino- 
rity, and it is generally felt that the vigorous measures 
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which the Government would not hesitate to adopt in the 
event of the forbidden affiliation actually taking place would 
put too great a strain on the loyalty of the members. The 
present position is that the Government has won, for the 
question of affiliation has been postponed, and the Associa- 
tion has announced its intention of petitioning Parliament 
for leave to exercise the right which it has all along claimed 
to possess. This appears a sufficient solution of the ques- 
tion. The men have virtually conceded the main point at 
issue, while there is nothing to be gained, from the Govern- 
ment’s point of view, by adopting the risky course of trying 
to force an absolute and ignominious surrender, which 
could not be a final settlement, and would simply sow the 
seeds of future trouble. 

On the whole the Government has handled the situation 
well. Some criticism was aimed at it for allowing the 
matter to get to the ballot stage at all, but it is difficult to 
see how this could have been prevented without incurring 
the imputation of vexatious interference and tyranny, and 
there was a distinct possibility that the ballot might have 
gone in the other direction, the best solution of the problem 
and one worth attempting to secure. 

The position of Labour, here as elsewhere, is at the 
present time tactically weak, and extreme demands emanat- 
ing from that quarter can now be met with some firmness. 
As is to be expected in a period of deflation accompanied by 
relative industrial stagnation and halting business, un- 
employment is more prevalent than usual, and while pro- 
portionately this distressing phenomenon is not of great 
importance even now, yet a number of men have found it 
difficult to secure employment, casual and domestic labour 
can be obtained more easily and cheaply than was the case 
a few months ago, and wages have been receding from the 
point established during the war and many years of easy 
living. The fall is, however, complicated by our peculiar 
system of state-determined wages provided by the Indus- 
trial Arbitration system, under which wages are fixed, not 
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by bargaining directly between the parties, but by a state 
tribunal. 

The nature of this remarkable system was explained in 
Tue Rounp Tasie of September, 1919,* and while it 
enjoyed apparent stability on a rising price and wage level, 
there were many who predicted that it would break down 
under the stress of falling prices, and that the men would 
abandon the Court when it no longer was able to grant 
them increases in money wages. So far this prediction has 
not been fulfilled; in fact, the men, seeing that at present 
the Court acts as a brake on the wheel of deflation and eases 
the rate of fall in money wages, are showing a disposition 
to adhere to the compulsory system more determinedly 
than has been the case for many years past, and certain 
unions that have hitherto treated the Court with contempt 
have taken the necessary steps to become amenable to its 
jurisdiction. It is rather the employers, both here and in 
Australia, who are dissatisfied with compulsory wage 
settlement. The system, in fact, is mainly supported by 
that party to the wage bargain which, at any time, would 
be in a strategically weaker position were the Court not 
in existence. 

The position of the Court, the awards of which normally 
stand for periods of three years, and thereafter until 
modified at the instance of either party, became very 
difficult in a period of rapidly rising or falling prices, and to 
cope with the situation section 18 of the War Legislation 
and Statute Law Amendment Act, 1918, gave it power to 
modify existing awards in accordance with movements of 
the cost of living during the currency of awards. On 
April 19, 1919, the Court made its first pronouncement 
under this enabling statute, fixing minimum wage rates, 
subject to periodic bonuses or reductions in bonuses in 
accordance with ascertained fluctuations in the cost of 
living, and it fixed the basic rates at the following figures : 
skilled workers 1s. 7$d. per hour, semi-skilled workers 


* Tue Rounp Taste, No. 36, September, 1919, pp. 826-30. 
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Is. 44d. to 1s. 6d. per hour, unskilled workers 1s. 34d. per 
hour. These were operated on the assumption of a 
forty-eight-hour week, and from this standard bonuses and 
reductions of bonuses were to operate. 

A year later, on April 27, 1920, the basic rates were 
modified as follows: skilled workers 2s. per hour, semi- 
skilled workers 1s. 8d. to 1s. tod. per hour, unskilled workers 
Is. 7d. per hour. 

The first bonus on the basic wage of 2}d. per hour was 
announced on April 19, 1919; in November this was 
increased by 1d. per hour ; in April, 1920, by another 34d. ; 
and November, 1920, by another 2}d.—+.¢., gs. per week of 
48 hours. By now, however, the boom had about spent 
its force, and the employers offered a vigorous resistance to 
the last bonus addition. Thereupon the Court recon- 
sidered its decision at a special sitting in December, 1920. 
It was now disclosed that, owing to a misunderstanding 
on the basis of computation, an adjustment of the last 
bonus to §s. per week should be made, and the Court 
accordingly modified its decision, granting in lieu of the 
former 9s. per week a bonus of 3s. and carried forward the 
remaining 2s. 

When the next bonus fell due in May, 1921, it appeared 
on the cost-of-living figures, that, allowing for the 
carry-over, 2s., as above stated, a bonus of §s. was due. 
It appeared equally clear that in view of the depressed 
conditions prevailing, industry could not stand the added 
imposition. In these circumstances the Court announced 
a stabilisation scheme for twelve months from date, under 
which the bonus due was held over, to be set off against the 
possibility of wage reductions. Soon after this, in view of 
the extraordinary depression in the pastoral industry, the 
Court announced a reduction of about 20 per cent. in 
wages for shearers, on the ground that extraordinary 
circumstances justified the departure from the stabilisation 
scheme. This power the Court had expressly reserved, 
but the Labour member of the Court considered it a breach 
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of agreement, and resigned in protest. ‘Though re-elected 
by the unions, he again retired and another Labour member 
took his place. 

To meet the further difficulties that arose, an amendment 
of the Industrial Conciliation and Arbitration Act was 
passed on February 11 last, superseding the provision made 
in the 1918 Act already mentioned, renewing the power 
given to the Court to modify wage rates in awards or 
industrial agreements, and requiring the Court in reviewing 
wage rates to consider not only the cost of living, but also 
“economic and financial conditions affecting trade and 
industry in New Zealand, and all other relevant considera- 
tions.” It was also provided that wages should not be 
reduced to a lower level than would enable the workers to 
maintain a fair standard of living. What constitutes a 
fair standard of living, and what would happen if “ eco- 
nomic and financial and other relevant considerations ” 
made it impossible for industry to stand such a wage were 
problems which Parliament left to the Court. 

In these difficult circumstances the Court has acted 
with considerable judgment and prudence. Its statistical 
apparatus for estimating the cost of living appears to be 
exceptionally detailed and careful, and to be based on full 
consideration of all relevant data, including not only the 
official standard index number of retail prices, but other 
prices as well which have not hitherto been incorporated, 
by reason of technical difficulties, into the official index 
number. In the course of a recent judgment, dated May 8 
last, the learned President of the Court, the Hon. Mr. 
Justice Fraser, exhaustively dealt with the problems 
presented by wage fixation in existing circumstances, 
particularly with the dilemma indicated at the end of the 
last paragraph, and decided to reduce wages as follows : 
adult males by 5s. per week, adult females by 2s. 6d. per 
week, and juniors by 1s. 6d. per week. Certain exceptional 
cases were separately dealt with. 

On the whole the decision has been well received, though 
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there have been, as was inevitable, noisy dissentients on 
both sides. Labour recognises fully that in the existing 
economic circumstances of the Dominion it has come off 
very well, and the employers, while they had hoped for a 
greater reduction, are generally willing to acquiesce in the 
reasoned decision of so able and impartial an expert as the 
present President of the Court. 


III. Pustic Finance 


OW that the war and post-war booms have burst, 
and the process of deflation has set in in real earnest, 
the problem of the public finance of this country is being 
realised in its full extent and gravity. For many years 
this question presented no real difficulty; from the early 
nineties the resources of the country were growing; and 
while much money was borrowed, there was no difficulty 
in securing unlimited supplies at low rates of interest, and 
the increasing export trade of the Dominion enabled the 
interest bill to be met without any sense of privation. 
Even during the war, our extraordinary prosperity post- 
poned realisation of the growing burden, if it did not 
alleviate it, but since the collapse of our markets the 
burden has now been revealed in its full extent, and is 
causing much anxiety and discomfort. Quite apart from 
our growing commitments, it is obvious, since we pay our 
externally owed interest in commodities, that a fall in the 
world price level of our staples automatically increases the 
burden of debt, irrespective of any fresh liabilities incurred, 
because more products must be exported at the reduced 
prices to reach the former aggregate money value. 
Allowing for deduction of sinking funds, our net public 
debt has grown in the past decade from (82,193,310 in 
Ig12 to £197,561,247 in 1921, and it grew very rapidly in 
the post-war years. Put another way, the net indebted- 
ness per head, excluding Maoris, rose in that period from 


927 





New Zealand 


£79 13s. 8d. per head to {£162 Is. 7d., and owing to the 
craze for borrowing which is firmly implanted in both 
Government and people, it is likely to go on increasing as 
long as it is possible to raise funds in London. Our dead- 
weight debt charge has thus more than doubled in the last 
ten years, and now requires for its service a greater annual 
sum than the total taxation imposed in any year prior to 
1917. Specifically in 1921, {7,831,593 was paid in interest 
and sinking fund on public debt, being £6 tos. 3d. per 
head of population, but absorbing only 22°86 per cent. of 
the revenue. In the last decade too, our taxation has 
more than quadrupled in absolute amount, having risen 
from £5 3s. 1od. per head in 1912 to £18 gs. per head 
in 1921. The detailed figures in this connection are so 
striking that we quote them in full in the Appendix. 

These figures point to some interesting conclusions. 
They reflect clearly, for example, the post-war over- 
importing boom ; they indicate the enormously increased 
taxation burden; and in particular, they show an appa- 
rently radical alteration in incidence. Income tax in the 
last decade has risen from 8-48 per cent. to 37°18 per cent. 
of the total revenue collected, while customs duties have 
fallen from 64°16 per cent. to 39°53 per cent. in the same 
period, showing conclusively that the main burden has not 
been laid on the shoulders of the workers, but has been 
assumed, broadly speaking, by the better-off portion of the 
community. The number of income tax payers grew from 
12,207 in 1912 to 44,597 in 1921, a curious commentary on 
the increased money wealth of the community. Further, 
in 1921 companies paid 61-86 per cent. of the total income 
tax collected. 

There has arisen in business circles, as would naturally 
be expected, the conviction that the income tax has reached 
a point where, even in the circumstances of the country, 
the incidence is iniquitous, and an imperative call on the 
part of the commercial community for an inquiry into the 
existing system of taxation has grown so strong that the 
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Government has felt obliged to defer to it, with the result 
that a committee appointed by it is now sitting to investi- 
gate and report on the whole taxation question. This 
Committee, the appointment of which was formally 
announced on May 3, consists of five members appointed 
on the recommendation of the Chambers of Commerce of 
the Dominion, three on the recommendation of the 
Farmers’ Union, two on that of the Sheep Owners’ Federa- 
tion, and one each on the recommendation of the New 
Zealand Law Society and the New Zealand Society of 
Accountants. It is doubtful if any conclusions of a radical 
nature can be expected from this Committee, nor is it 
certain that the Government will be either willing or able 
to carry out any recommendations the Committee may 
make. ‘Taxation, here as elsewhere, depends on expendi- 
ture, and expenditure depends on policy, so that such 
problems as the volume and incidence of taxation raise 
further questions of policy of such a nature that no Govern- 
ment could delegate their final settlement to any outside 
body without conceding and abandoning the basis of 
representative government altogether. However, the re- 
port of the Committee will be received by the community 
with considerable interest. 

It does not seem likely that any material relief will be 
obtained in the near future from the taxation burden. 
Such economies as are likely to be made are either effected 
or in course of accomplishment at the present time, and 
while important, they will afford relatively minor relief. 
Some relief, however, by way of readjustment of the 
income tax on companies seems imperative if private 
capital is to be employed in industry and commerce in the 
Dominion, and especially is this the case if the large stock 
and station agents are to continue the work of affording 
assistance, financial and otherwise, to the farming com- 
munity. With the rate of tax reaching 8s. 93d. in the £ 
it is not easy to see how these important institutions, 
which are vital to the prosperity of the farming community, 
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can reasonably be expected to carry on business, or, indeed, 
how any large company can pay a dividend. 


APPENDIX 


Taxation 


Year ended Death Other 
March 31 Customs. Land. Income. Duties. Taxes. Total. 
£ £ £ £ £ £ 

1912 3,398,143 647,015 448,935 361,186 = 441,311 5,296,590 
1913 3,531,761 728,636 462,994 458,265 425,173 5,606,829 
1914 3,553,785 767,451 554,271 613,751 428,776 5,918,034 
1915 3,294,943 799,641 540,318 796,232 449,677 5,880,811 
1916 3,524,063 1,048,356 1,392,119 610,350 692,078 7,266,966 
1917 4,037,628 713,118 4,262,126 570,040 966,742 10,549,654 
1918 3,601,383 1,385,708 5,619,561 805,511 928,690 12,340,853 
1919 4,104,016 1,512,693 6,219,336 869,371 1,096,227 13,801,643 
1920 5,185,728 1,557,903 6,369,765 978,095 2,160,278 16,251,769 
1921 8,769,251 1,688,979 8,248,945 1,106,925 2,370,314 22,184,414 


New Zealand. June 1922. 
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